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PEEPACE. 


The appearance of a treatise like the present, on a subject on which so 
many works of merit already exist, may be thought to require some 
explanation. 

It might perhaps be sufficient to say, that no existing treatise on 
Political Economy contains the latest improvements which have been 
made in the theory of the subject. Many new ideas, and new applica- 
tions of ideas, have been elicited by the discussions af the last few 
years, especially those on Currency, on Poreign Trade,’ and on the 
important topics connected more or less intimately with Colonization: 
and there seems reason that the field of Political Economy should be 
re-surveyed in its whole extent, if only for the purpose of incorporating 
the results of these speculations, and bringing them into harmony with 
the principles previously laid down by the best thinkers on the subject. 

To supply, however, these deficiencies in former treatises hearing a 
similar title, is not the sole, or even the principal object which the 
author has in view. The design of the book is diiferent from that of 
any treatise on Political Economy which has been produced in England 
since the work of Adam Smith. 

The most characteristic quality of that work, and the one in which it 
most differs from some others which have equalled and even surpassed 
it as mere expositions of the general principles of the subject, is that it 
invariably associates the principles with their applications. This of 
itself implies a much wider range of ideas and of topics, than are 
included in Political Economy, considered as a branch of abstract specu- 
lation. For practical purposes, Political Economy is inseparably inter- 
twined with many other branches of social philosophy. Except on 
matters of mere detail, there are perhaps no practical questions, even 
among those whicli approach nearest to the character of purely econo- 
mical questions, whicli admit of being decided on economical premises 
alone. And it is because Adam Smith never loses sight of this trutli ; 
because, in his applications of Political Economy, he perpetually appeals 
to other and often far larger considerations than pure Political Economy 
affords — ^tliat he gives that well-grounded feeling of command over the 
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principles of the siibject for purposes of practice, owing to wliicli 
the “ Wealth of Nations,” alone among treatises on Political Economy, 
has not only been popular with general readers, but has impressed 
itself strongly on the minds of men of the world and of legislators. 

It appears to the present writer, that a work similar in its object and 
general conception to that of Adam Smith, but adapted to the more 
extended knowledge and improved ideas of the present age, is the kind 
of contribution which Political Economy at present requires. The 
“Wealth of Nations” is in many parts of jsolete, and in all, imperfect. 
Political Economy, properly so called, has grown up almost from 
infancy since the time of Adam Smith : and the philosophy of society, 
from which practically that eminent thinker never separated his more 
peculiar theme, though still in a very early stage of its progress, has 
advanced many steps beyond the point at which he left it. No 
attempt, however, has yet been made to combine his practical mode of 
treating his subject with the increased knowledge since acquired of its 
theory, or to exhibit the economical phenomena of society in the rela- 
tion in which they stand to the best social ideas of the present time, as 
he did, with such admirable success, in reference to the philosophy of 
his century. 

Such is the idea which the writer of the present work has kept before 
him. To succeed even partially in realizing it, would be a sufficiently 
useful achievement, to induce him to incur willingly all the chances- of 
failure. It is requisite, however, to add, that although his object is 
practical, and, as far as the nature of the subject admits, popular, he 
has not attempted to purchase either of those advantages by the 
sacrifice of strict scientific reasoning. Though he desires that his 
treatise should be more than a mere exposition of the abstract doctrines 
of Political Economy, he is also desirous that such an exposition should 
be found in it. 


The present edition is an exact transcript from the sixth, except that 
all extracts and most phrases in foreign languages have been translated 
into English, and a very smal number of quotations, or parts of quota- 
tions, which appeared superfluous, have been struck out. ' A reprint of 
an old controversy with the “ Quarterly Be view” on the condition of 
landed ‘property in Prance, which had been subjoined as an Appendix, 
has been dispensed with. 
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POLITICAL ECONOMY. 


PEELIMINAEY EEMAEKS. 


In every department of linman aifairs, 
Practice long precedes Science : sys- 
tematic enquiry into tlie modes of 
action of the powers of nature, is the 
tardy product of a long course of 
efforts to use those ;powers for practical 
ends. The conception, accordingly, of 
Political Economy as a hranch of 
science, is extremely modem ; hut the 
subject with which its enquiries are 
conversant has in all ages necessarily 
constituted one of the chief practical 
interests of mankind, and, in some, a 
most unduly engrossing one. 

That subject is Wealth. Wrifers 
on Political Economy profess to teach, 
or to investigate, the nature of Wealth, 
and the laws of its production and dis- 
tribution: including, directly or re- 
motely, the operation of all the causes 
hy which the condition of mankind, or 
of any society of human beings, in 
respect to tins universal object of 
human desire, is made prosperous or 
the reverse. Not that any treatise on 
Political Economy can discuss or even 
enumerate all these causes ,* hut it 
undertakes to set forth as much as is 
known of the laws and principles ac- 
cording to which they operate. 

Every one has a notion, sufficiently 
correct for common purposes, of what 
is meant hy wealth. The enquiries 
which relate to it are in no danger of 
being confounded with those relating 
to any other of the great human in- 
terests. All know that it is one 
thing to he rich, another thing to he 
enlightened, brave, or humane ; that 


the questions how^ a nation is made 
wealthy, and how it is made free, or 
virtuous, or eminent in literature, in 
the fine arts, in arms, or in polity, 
are totally distinct enq^iiiries. Those 
things, indeed, are all indirectly con- 
nected, and react upon one another. 
A people has sometimes become free, 
because it had first grown wealthy ; or 
wealthy, because it had first become 
free. The creed and laws of a people 
act. powerfully upon their economical 
condition ; and this again, By its influ- 
ence on their mental development and 
social relations, reacts upon their creed 
and laws. But though the subjects 
are in very close contact, they are 
essentially difierent, and have never 
been supposed to he otherwise. 

It is no part of the design of this 
treatise to aim at metaphysical nicety 
of definition, where the ideas suggested 
hy a term are already as claterininate 
as practical purjioses require. But, 
little as it might be expected that any 
mischievous confusion of ideas could 
take place on a subject so simple as 
the question, what is to be considered 
as wealth, it is matter of hi,story that 
such confusion of ideas has existed^ — 
that theorists and practical politicians 
have been equally, and at one period 
universally, infected hy it, and that 
for many generations it gave a tho- 
roughly false direction to the policy 
of Europe. I refer to the set of doc- 
trines designated, since the time of 
Adam Smith, by the appellation of tbc 
Mercantile System. 
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While tills system, prevailed, it was 
?issriined, either expressly or tacitly, in 
the whole policy of nations, that wealth 
consisted solely of money; or of the 
precious metals, which, when not already 
in the state of money, are capable of 
being directly converted into it. Ac- 
cording to the, doctrines then preva- 
lent, whatever tended to heap up 
money or bullion in a country added to 
its wealth. Whatever sent the precious 
metals out of a country impoverished 
^ it. If a country possessed no gold or 
silver mines, the only industry by 
which it could be enriched was foreign 
trade, being the only one wliich could 
bring in money. Any branch of trade 
which was supposed to send out more 
money than it brought in, however 
ample and valuable might he the re- 
turns in another shape, was looted 
upon as a losing trade. Exportation of 
goods was favoured and encouraged 
(even by means extremely onerous to 
the real resources of the country), be- 
cause the exported goods being stipu- 
lated to he paid for in money, it was 
lioped that the returns would actually 
be made in gold and silver. Importa- 
tion of anything, other than the preci- 
ous metals, was regarded as a loss to 
the nation of the whole price of the 
things imported; unless they were 
brought in to be re-exported at a profit, 
oiv unless, being the materials or in- 
struments of some industry practised 
in the country itself, they gave the 
power of producing exportable articles 
at smaller cost, and thereby effecting 
41 larger exportation. The commerce 
of the world was looked upon as a 
struggle among nations, which could 
draw to itself me largest share of the 
gold and silver in existence ; and in 
this competition no nation could gain 
anything, except by making others 
lose as much, or, at the least, prevent- 
ing them from gaining it. 

It often happens that the universal 
belief of one age of mankind — a belief 
from which no one was, nor without 
an extraordinary effort of genius and 
•courage, at that time be free— - 
becomes to a subsequent age so palpa- 
ble an absurdity, that the only difficulty 
iffien is to imagine how such a thing 


can ever have appeared credible. It 
has so happened with the doctrine that 
money is ^synonymous with wealth. 
The conceit seems too prepostei’ons to 
he thought of as a serious opinion. It 
looks like one of the crude fancies of 
childhood, instantly corrected by a 
word from any grown person. But let 
no one feel confident that he would 
have escaped the delusion if he had 
lived at the time when it prevailed. 
All the associations engendered . by 
common life, andby the ordinary course 
of business, concurred in promoting it. 
So long as those associations were the 
only medium through which the sub- 
ject was looked at, what we now 
think so gross an absurdity seemed a 
truism. Once questioned, indeed, it 
was doomed ; hut no one was likely to 
think of questioning it whose mind had 
not become familiar with certain modes 
of stating and of contemplating econo- 
mical phenomena, which have only 
found their way into the general 
understanding through the influence of 
Adam Smith and of his expositors. 

In common discourse, wealth is 
always expressed in money. If you 
ask how rich a person is, you are 
answered that he has so many thousand 
pounds. All income and expenditure, 
all gains and losses, everytlnng by 
which one becomes richer or poorer, 
are reckoned as the coming in or going 
out of so much money. It is true that 
in the inventory of a person’s fortune 
are included, not only the money in 
his actual possession, or due to him, 
hut all other articles of value. These, 
however, enter, not in their own cha- 
racter, hut in virtue of the sums of 
money wliich they would sell for ; and 
if they would sell for less, their owner 
is reputed less rich, though the things 
themselves are precisely the same. It 
is true, also, that people do not grow 
rich by keeping their money unused, 
and that they must he willing to 
spend in order to gain. Those who 
enrich themselves by commerce, do so 
by giving money for goods as well as 
goods for money; and tlie first is as 
necessary a part of the process as the 
last. But a person who buys goods 
for purposes of gain, does so to sell 
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them again for money, and in tlie ex- 
pectation of receiving more money tban 
Be laid out : to get money, therefore, 
seems eyen to the person himself the 
tiltiinate end of the whole. ^ It often 
happens that he is not paid in money, 
hut in something else ; having bought 
goods to a value equivalent, which are 
set off against those he sold. But^ he 
accepted these at a money valuation, 
and in the belief that they would 
bring in more money eventually than 
the price at which they were made 
over to him. A dealer doing a large 
amount of business, and turning over 
his capital rapidly, has but a small 
portion of it in ready money at any one 
time. But he only feels it valuable to 
him as it is convertible into money : he 
considers no transaction closed until 
the net result is either paid or credited 
in money : when he retires from busi- 
ness it is into mon§y that he converts 
the whole, and not until then does he 
deem himself to have realized his 
gains : just as if money were the only 
wealth, and money’s worth were only 
the means of attaining it. If it he now 
asked for what end money is desirable, 
unless to supply the wants or pleasures 
of oneself or others, the champion of 
the system would not he at all embar- 
rassed by the question. True, he would 
say, these are the uses of wealth, and 
very laudable uses while confined to 
domestic commodities, because in that 
case, by exactly the amount which you 
expend, you enrich others of your 
countrymen. Spend your wealth, if 
you please, in whatever indulgences 
^ou have a taste for ; but your wealth 
is not the indulgences, it is the sum 
of money, or the annual money income, 
wdth which you purchase them. 

While there were so many things to 
render the assumption which is the 
basis of the mercantile system plausi- 
ble, there is also some small foundation 
in reason, though a very insufficient 
one, for the distinction which that sys- 
tem so emphatically draws between 
money aiid^ every other kind of valua- 
ble possession. We really, and justly, 
look upon a person as possessing the 
advantages of wealth, not in proportion 
to the useful and agreeable things of 


which he is in the actual enjoyment, 
hut to his command over the general 
fund of things useful and agreeable ; 
the power he possesses of providing for 
any exigency,’ or obtaining any object 
of desire. Now, money is itself that 
power; while all other things, in a 
civiHzed state, seem to confer it only 
by their capacity of being exchangee! 
for money. To possess any other arti- 
cle of wealth, is to possess that pax*- 
ticular thing, and nothing else : if you 
wish for another thing instead of it, 
you have first to sell it, or to submit 
to the inconvenience and delay (if not 
the irapossihility) of finding some one 
who has what you want, and is willing 
to barter it for what you have. But 
with money you are at once able to 
buy whatever things are for sale : and 
one whose fortune is in money, or in 
things rapidlyconvertibleinto it, seems 
both to himself and others to possess not 
aixy one thing, but all the things which 
the money places it at his option, to 
purchase. The greatest part of the 
utility of wealth, beyond a very mode- 
rate quantity, is not the indulgences it 
procures, but the reserved power which 
its possessor holds in his hands of at- 
taining purposes generally ; and this 
power no other kind of wealth confers 
so immediately or so certainly as 
money. It is the onl^ form of wealth 
which is not merely applicable to some 
one use, but can . be turned at once to 
any use. And this distinction was tlie 
moi’e likely to make an impression 
upon governments, as it is one of con- 
siderable importance to them. A civi- 
lized government derives comparatively 
little advantage from taxes mile.ss it 
can collect them in money : and if it 
has large or sudden payments to make, 
especially payments m foreign countries 
for wars or subsidies, either for the sake 
of conquering or of not being conquered 
(the two chief objects of national policy 
until a late period), scarcely anV 
medium of payment except money will 
serve Yhe purpose. All these causes 
conspire to make both individuals and 
governments, in estimating their 
means, attach almost exclusive im- 
portance to money, either in esse or hi 
possej and look upon all other things 
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(wlien viewed as part of their resources) 
scarcely otherwise than as the remote 
means of obtaining that which alone, 
when obtained, affords the indefinite, 
and at the same time instantaneous, 
command over objects of desire, which 
best answers to the idea of wealth. 

An absurdity, however, does not cease 
to be an absurdity when we have dis- 
covered what were the appearances 
which made it plausible ; and the Mei- 
cantile Theory could not fail to be seen 
in its true character when men began, 
even in an imperfect manner, to explore 
into the foundations of things, and seek 
their premises from elementary facts, 
and not from .the forms and phrases of 
common discourse. So soon as they 
asked themselves what is really meant 
by money — what it is in its essential 
characters, and the precise nature of 
the functions it performs-— they reflected 
that money, like other things, is only 
a desirable possession on account of its 
uses ; and that these, instead of being, 
as they delusively appear, indefinite, 
are of a strictly defined and limited 
description, namely, to facilitate the 
distribution of the produce of industry 
according to the convenience of those 
among w^hom it is shared. Further 
consideration showed that the uses of 
money are in no respect promoted hy 
increasing the quantity which exists 
and circulates in a country ; the service 
which it performs being as well rendered 
hy a small as by a large aggregate 
amount. Two million quarters of corn 
will not feed so many persons as four 
millions; but two millions of pounds 
sterling will carry on as much traffic, 
will buy and sell as many commodities, 
as four millions, though at lower nomi- 
nal prices. Money, as money, satisfies 
no want ; its worth to any one, consists 
in its being a convenient shape in which 
to receive his incomings of all sorts, 
which incomings he afterw^ards, at the 
times which suit him best, converts into 
the forms in which they can he useful 
to him. Great as the diflerence would 
he between a country with money, and 
a country altogether without it, it would 
he only one of convenience ; a saving of 
time and trouble, like binding by water 
power instead of by hand, or (to use 


Adam Smith's illustration) like the 
benefit derived from roads : and to mis- 
take money for wealth, is the same sort 
of error as to mistake the highway 
which may be the easiest way of get- 
ting to your house or lands, for the 
house and lands themselves. 

Money, being the instrument of an 
important public and private purpose, 
is rightly regarded as wealth ; but 
everything else which^ serves any hu- 
man purpose, and which nature does 
not afford gratuitously, is wealth also. 
To he wealthy is to have a large stock 
of useful articles, or the means of pur- 
chasing them. Everything forms there- 
fore a part of wealth, wbich has a power 
of purchasing ; for which anything use- 
ful or agreeable would he given in 
exchange. Things for which nothing 
could be obtained in excliange, how- 
ever useful or necessary they may he, 
are not wealth in the sense in which 
the term is used in Political Economy. 
Air, for example, though the most ab- 
solute of necessaries, bears no price in 
the market, because it can be obtained 
gratuitously : to accumulate a stock of 
it would yield no profit or advantage to 
any one ; and tbe laws of its produc- 
tion and distribution are tbe subject of 
a very different study ' from Political " 
Economy. But though air is not wealth, 
mankind are much richer by obtaining 
it gratis, since the time and labour 
wbich would otherwise he required for 
supplying the most pressing of all wants, 
can he devoted to other purposes. It 
is possible to imagine circumstances in 
which air would be a part of wealth. 
If it became customary to sojourn long 
in places where the air does not natur- 
ally penetrate, as in diving-bells sunk 
in the sea, a supply of air artificially 
furnished would, like water conveyed 
into houses, bear a price : and if from 
any revolution in nature the atmosphere 
became too scanty for the consumption, 
or could he monopolized, air might ac- 
quire a very high marketable value. In 
such a case, the possession of it, beyond 
Ms own wants, would be, to its ovmer, 
wealth; and the general wealth of 
mankind might at first sight appear to 
ho increased, by what would be so great 
a calamity to them. The error would 


PRELIMINAEY EEMARKS. 5 

lie in not consiclering, that however excluded: though the tnx-x^ayers are 
rich the possessor of air might become assessed on their whole nominal income, 
at the expense of the rest of the com- without being permitted to dedimt from 
munity, all persons else would be poorer it the portion levied from them in taxa- 
hy all that they were compelled to pay tion to form the income of the llmd- 
forwhattheyhad before obtained with- holder. In this calculation, therefore, 
out payment, one portion of the general income of the 

This leads to an important distinc- country is counted twice over, and the 
tion in the meaning of the word wealth, aggregate amount made to appear 
as applied to the possessions of an in- j^eater than it is by almost thirty mil- 
dividual, and to those of a nation, or of lions. A coimtry, however, 1003^ include 
mankind. In the wealth of mankind, in its wealth all stock held by its citi- 
nothing is included which does not of zens in the funds of foreign countries, 
itself answer some purpose of utility or and other debts duetto them from 
pleasure. To an individual, anything abroad. But even this is only wealth 
is wealth, which, though useless in it- ' to them by being a part ownership in 
self, enables him to claim from others wealth held by others. It forms no 
a part of their stock of things useful or part of the collective wealth of the hu- 
pleasant. Take, for instance, a mort- man race. It is an element in the dis- 
gage of a thousand pounds on a landed tribution, hut not in the composition, 
estate. This is wealth to the person of the general wealth, 
to whom it brings in a revenue, and It has been proposed to define wealth 
who could perhaps sell it in the market as signifying “ instruments meaning 
for the full amount of the debt. But not tools and machinery alone, but the 
it is not wealth to the country; if the whole accumulation possessed by indi- 
engagement were annulled, the country viduals or communities, of means for 
would be neither poorer nor richer. The the attainment of their ends. Thus, a 
mortgagee would have lost a thousand field is an instrument,’ because it is a 

E ounds, and the owner of the land would means to the attainment of com. Corn 
ave gained it. Speaking nationally, is an instrument, being a means to the 
the mortgage was not itself wealth, hut attainment of fiour. Hour is an instru- 
merely gave A a claim to a portion of ment, being a means to the attainment 
the wealth of B. It w^'as wealth to A, of bread. Bread is an instrument, as a 
and wealth which he could transfer to means to the satisfiiction of hunger 
a third person ; but what he so trans- and to the support of life. Here we at 
ferred was in fact a joint ownership, to last arrive at things which are not in- 
the extent of a thousand pounds, in the struments, being desired on their own 
land of which B was nominally the account, and not as mere mean.s to 
sole proprietor. The position of fund- something beyond. This \iew of the 
holders, or owners of the public debt of subject is philosophically correct ; or 
a country, is similar. They are mort- rather, this mode of expression may he 
gagees on the general wealth of the usefully employed along with others, not 
country. The cancelling of the debt as conveying a difierent view of the sub- 
would be no destruction cf wealth, but ject from the common one, but as giving 
a transfer of it : a wrongful abstraction more distinctness and reality to the 
of wealth from certain members of the common view. It departs, however, too 
community, for the profit of the govern- widely from the custom of language, to 
ment, or of the tax-payers. Funded he likely to obtain general acceptance, 
property therefore cannot be counted or to be of use for any other purpose 
as part of the national wealth. This than that of occasional illustration, 
is not always borne in mind by the Another example of a possession 
dealers in statistical calculations. For which is wealth to the person holding 
example, in estimates of the gross in- it, hut not wealth to the nation, or to 
come of the country, founded on the mankind, is slaves. It is by a strange 
proceeds of the income-tax, incomes confusion of ideas that slave property 
derived from the funds are not always (as it is termed) is counted, at so much 
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per Eead, in an estimate of tlie wealth, 
or of the capital, of the country which 
tolerates the existence of such property. 
If a human being, considered as an 
object possessing productive powers, is 
'part of the national wealth when his 
powers are owned by another man, he 
cannot be less a part of it when they 
are owned by himself. Whatever he 
is worth to his master is so much pro- 
perty abstracted from himself, and its 
^ abstraction cannot augment the posses- 
sions of the two together, or of the 
' country to which they both belong. In 
propriety of classification, however, the 
people of a country are not to be counted 
in its wealth. They are that for the 
sake of which its wealth exists. The 
term wealth is wanted to denote the de- 
sirable objects which they possess, not 
inclusive of, but in contradistinction to, 
their own persons- They are not wealth 
to themselves, though , they are means 
of acquiring it- 

Wealth, then, may be defined, all 
useful or agreeable things which possess 
exchangeable value ; or, in other words, 
all useful or agreeable things except 
those which can be obtained, in the 
quantity desired, without labour or sa- 
crifice. To this definition, the only 
objection seems to be, that it leaves in 
uncertainty a question which has been 
much debated — whetherwhat are called 
. immaterial products are to be considered 
as wealth : whether, for example, the 
sKll of a workman, or any other natural 
or acquired power of body or mind, shall 
be called wealth, or not : a question, 
not of very great importance, and 
, .which, so far as requiring discussion, 
will be more conveniently considered in 
' another place. f 

These things having been premised 
respecting wealth, we shall next turn 
our attention to the extraordinary dif- 
ferences in respect to it, which exist 
between nation and nation, and be- 
tween difierent ages of the wurld ; dif- 
ferences both in the quantity of wealth, 
and in the kind of it as well as in the 
manner in which the wealth existing 
in the community is shared among its 
members. 

There is, perhaps, no people or com- 
Iiifra, book i, chap. iii. 


munity, now existing, which subsists 
entirely on the spontaneous produce of 
vegetation. But many tribes still live 
exclusively, or almost exclusively, on 
wild animals, the produce of hunting or 
fishing. Their clothing is skins ; their 
habitations, huts rudely formed of logs 
or houghs of trees, and abandoned at 
an hour’s notice. The food they use 
being little susceptible of storing up, 
they have no accumulation of it, and 
are often exposed to gi*eat privations. 
The wealth of such a community con- 
sists solely of the skins they wear ; a 
few ornaments, the taste for which 
exists among most savages ; some rude 
utensils j the weapons with which they 
kill their game, or fight against hostile 
competitors for the means of subsistence ; 
canoes for crossing rivers and lakes, or 
fishing in the sea; and perhaps some 
furs or other productions of the wilder- 
ness, collected to be exchanged with 
cirilized people for blankets, brandy, 
and tobacco ; of wbicli foreign produce 
also there may be some unconsumed 
portion in store. To this scanty in- 
ventory of material wealth, ought to be 
added their land; an instrument of 
production of which they make slender 
use, compared with more • settled com- 
munities, but which is still the source 
of their subsistence, and which has a 
marketable value if there he any agri*. 
cultural community in the neighbour- 
hood requiring more land than it pos- 
sesses. This, is the state of greatest 
poverty in which any entire community 
of humair beings is known to exist ; 
though there are much richer commu- 
nities in which portions of the inhabit- 
ants are in a condition, as to subsist- 
ence and comfort, as little enviable as 
that of the savage. 

The first great advance beyond this 
state ’consists in the domestication of 
the more useful animals ; giving rise to 
the pastoral or nomad state, in which 
mankind do not live on the produce of 
hunting, but on nrilk and its products, 
and on the annual increase of flocks 
and herds. This condition is not only 
moi*e desirable in itself, hut more con- 
ducive to further progress ; and a much 
more considerable amount of wealth is 
accumulated under it. Sc long as the- 
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vast natural pastures of tlie eartli are 
not yet so fully occupied as to be con- 
sunied more rapidly than they are 
spontaneously reproduced, a large and 
constantly increasing stock of subsist- 
ence may be collected and preserved, 
with little other labour than that of 
guarding the cattle from the attacks of 
wild beasts, and from the force or wiles 
©f predatory men. Large flocks and 
herds, therefore, are in time possessed, 
by active and thrifty individuals through 
their own exertions, and by the, heads 
of families and tribes through the ex- 
ertions of those who are connected with 
them by allegiance. There thus arises, 
in the shepherd state, inequality of 
possessions; a thing which scarcely 
exists in the savage state, where no 
one has much more than absolute ne- 
cessaries, and in case of deficiency must 
share even those with his tribe. In the 
nomad state, some have an abundance 
of cattle, sufficient for the food of a mul- 
titude, while others have not contrived 
to appropriate and retain any super- 
fluity, or perhaps any cattle at all. But 
subsistence has ceased to be precarious, 
since the more successful have no other 
use which they can make of their sur- 
plus than to feed the less fortunate, 
while every increase in the number of 
persons connected with them is an in- 
crease both of security and of power : 
and thus they are enabled to divest 
themselves of all labour except that of 
government and superintendence, and 
acquire dependents to fight for them in 
war and to serve them in peace. One 
of the features of this state of society 
is, that a part of the community, and 
in some degree even the whole of it, 
possess leisure. Only a portion of time 
is required for procuring food, and the 
remainder is not engrossed by anxious 
thought for the morrow, or necessary 
repose, from muscular activity. Such 
a life is highly favourable to the growth 
of new wants, and opens a possibility 
of their gratification. A desire arises 
for better clothing, utensils, and imple- 
ments, than the savage state contents 
itself with ; and the surplus food ren- 
ders it practicable to devote to these 
purposes the exertions of a part of the i 
tribe. In all or most nomad cn mm u- | 


niiies we find domestic manufactures 
of a coarse, and in some, of a fine kind. 
There is ample evidence that wdiile 
those parts of the world which have 
been the cradle of modern civilization 
were still generally in the nomad state, 
Considerable skill had been attained in 
spinning, weaving, and dyeing woollen 
garments, in the preparation of leather, 
and in what appears a still more diffi- 
cult invention, that of working in metals , 
Even speculative science took its first 
beginnings from the leisure character- 
isticof this stage of ^social progress. 
The earliest astronomical observations 
are attributed, by a tradition which has 
much appearance of trath, to the shep- 
herds of Chaidsea. 

From this state of society to the 
agricultural the transition is not indeed 
easy, (for no great change in the habits 
of mankind is otherwise than difficult, 
and in general either painful or very 
slow,) but it lies in what may be called 
the spontaneous course of events. The 
gi'owth of the population of men and 
cattle began in time to press upon the 
earth’s capabilities of yielding natural 
pasture : and this cause doubtless pro- 
duced the first tilling of the ground, 
just as at a later period the same cause- 
made the superfluous hordes of the 
nations which had remained nomad 
precipitate themselves upon those 
which had already become agricul* 
tural ; until, these having become suf- 
ficiently powerful to repel such inroads, 
the invading nations, depiived of this 
outlet, were obliged also to become 
agricultural communities. 

But after this great step had been 
completed, the subsequent progress of 
mankind seems by no means to have 
been so rapid {certain rare combina- 
tions of circumstances excepted) as 
might perhaps have been anticipated. 
The quantity of human food which the 
earth is capable of returning even to 
the most wretched system of agricul- 
ture, so much exceeds what could be 
obtained in the purely pastoral state, 
that a great increase of population is 
invariably the result. But this addi- 
tional food is only obtained by a great 
additional amount of labour; so tliat 
not only an agricultuial has much les^* 
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leistire than a pastoral population, hut, 
with tile imperfect tools and unsHlful 
processes which are for a iong^ time 
employed (and which over the greater 
part of the earth have not even yet 
heen abandoned), agriculturists do not, 
unless in unusually advantageous cir- 
cumstances of climate and soil, produce 
so great a surplus of food beyond their 
necessary consumption, as to support 
any large class of labourers engaged in 
other departnients of industry. The 
surplus, too, whether small or great, is 
usually tom from the producers, either 
by the government to which they are 
subject, or by individuals, who by 
superior force, or by availing them- 
selves of religious or traditional feel- 
ings of subordination, have established 
themselves as lords of the soil. 

The first of these modes of appro- 
piiation, by the government, is cha- 
I'acteristic of the extensive monarchies 
which from a time beyond historical 
record have occupied the plains of 
Asia. The goveniment, in those coun- 
tries, though varying in its, qualities 
according to the accidents of personal 
character, seldom leaves much to the 
cultivators beyond mere necessaries, 
and often strips them so bare even of 
these, that it finds itself obliged, after 
taking all they have, to lend part of it 
hack to those hum whom it has been 
taken, in order to provide them with seed, 
and enable them to support life until an- 
other harvest. Under the regime in 
question, though the bulk of the popu- 
lation are ill provided for, the govern- 
ment, by collecting small contributions 
from great numbers, is enabled, with 
any tolerable management, to make a 
show of riches quite out of proportion 
to the general condition of the society; 
and hence the inveterate impression, 
of which Europeans have only at a late 
period heen disabused, concerning the 
great opulence of Oriental nations. In 
this wealth, without reckoning the 
large portion which adheres to the 
hands employed in collecting it, many 
persons of course participate, besides 
the immediate household of the sove- 
reign. A large part is distributed 
among the various functionaries of go- 


vernment, ^and among the objects of 
the sovereign’s favour or caprice.) A 
part is occasionally employed in works 
of public utility. The tanks, w^ells, 
and canals for irrigation, without which 
in many tropical climates cultivation 
could hardly he carried on; the em- 
bankments which confine the rivers, 
the bazars for dealers, and the seraees 
for travellers, none of which could have 
been made by the scanty means in the 
possession of those using them, owe 
their ^existence to the liberality and 
enlightened self-interest of the better 
order of princes, or to the benevolence 
or ostentation of here and there a rich 
individual, whose fortune, if traced to 
its source, is always found to have been 
dravui immediately or remotely from 
the public revenue, most frequently by 
a direct grant of a portion of it from 
the sovereign. 

The ruler of a society of this descrip- ’ 
tion, after providing largely for his 
own support, and that of all persons in 
whom he feels an' interest, and after 
maintaining as many soldiers as he 
thinks needful for his security or liis 
state, has a disposable residue, which 
he is glad to exchange for articles of 
luxury suitable to his disposition : as 
have also the class of persons who 
have been enriched by his favour, or by 
handling the public revenues. A de- 
mand thus arises for elaborate and costly 
manufactured articles, adapted to a 
narrow but a wealthy market. This 
demand is often supplied almost ex- 
clusively by the merchants of more 
advanced communities, but often also 
raises up in the country itself a class 
of artificers, by whom certain fabrics 
are carried to as high excellence as 
can be given by patience, quickness 
of perception and observation, and 
manual dexterity, without any con- 
siderable knowledge of the properties 
of objects : such as some of the cotton 
fabrics of India. These artificers are 
fed by the surplus food which has 
been taken by the government and its 
agencs as their share of the produce. 
So literally is this the case, that in 
some countries the workman, instead 
of taking the work home, and being 
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paid for it after it is finislied, proceeds 
■with his tools to his customer’s house, 
and is there subsisted until the work is 
complete. The insecurity, however, of 
all possessions in this state of society, 
induces even the richest purchasers to 
give a preference to such articles as, _ 
being of an imperishable nature, and 
containing great walue in small bulk, 
are adapted for being concealed or car- 
ried off. Gold and jewels, therefore, 
constitute a large proportion of the 
wealth of these nations, and many a 
rich Asiatic carries nearly his whole 
fortune on his person, or on those of 
the women of Ms harem. No one, 
except the monarch, thinks of’ invest- 
ing his wealth in a manner not suscep- 
tible of removal. Pie, indeed, if he 
feels safe on Ms throne, and reasonably 
secure of transmitting it to his descen- 
dants, sometimes indulges a taste for ■ 
durable edifices, and, produces the ! 
Pyramids, or the Taj Mehal and the ! 
Mausoleum at Sekundra. The rude 
manufactures destined for the wants of | 
the cultivators are worked up by vil- ! 
lage artisans, who are remunerated by i 
land given to them rent-free to culti- 
vate, or by fees paid to them in kind 
from such share of the crop as is left 
to the villagers by the government. 
This state of society, however, is not 
destitute of a mercantile class ; com- 
posed of two divisions^ grain dealers 
and money dealers. The grain dealers 
do not usually buy grain from the pro- 
ducers, hut from the agents of govern- 
ment, who, receiving the revenue in 
kind, are glad to devolve upon others 
the business of conveying it to the 
places where the prince, his chief civil 
and military officers, the bulk of Ms 
troops, and the artisans who supply 
the wants of these various persons, are 
assembled. The money dealers lend 
to i the unfortunate cultivators, when 
iTiined by bad seasons or fiscal exac- 
tions, tlie means of supporting life and 
continuing their cultivation, and are 
repaid with enormous interest at the 
next harvest : or, on a larger scale, 
they lend to the government, or to 
those to whom it has granted a portion 
of the revenue, and are indemnified by 


assignments on the revenue collectors, 
or by having certain districts put into 
their possession, that they may pay them- 
selves from the revenues ; to enable 
them to do which, a great portion of 
the powers of government are usually 
made over simultaneously, to be exer- 
cised by them until either the districjts 
are redeemed, or their receipts have 
liquidated the debt. Thus, the com- 
mercial operations of both these classes 
of dealers take place principally upon 
that part of the produce of the country 
which forms the revenue of the govern- 
ment. From that revenue their capital 
is periodically replaced with a profit, 
and that is also the source from which 
their original funds have almost always 
been derived. Such, in its general 
features, is the economical condition of 
most of the countries of Asia, as it has 
been from beyond the commencement 
of authentic history, and is still, wher- 
ever not disturbed by foreign influ- 
ences. 

In the agricultural communities of 
ancient Europe whose early condition 
is best known to us, the course of 
things was different. These, at their 
ori^n, were mostly small town-commu- 
nities, at the first plantation of which, 
in an unoccupied country, or in one 
from which the former inhabitants had 
been expelled, the land which was 
taken possession of was regularly 
divided, in equal or in graduated allot- 
ments, among the families composing 
the community. In some cases, in- 
stead of a town there was a confedera- 
tion of towns, occupied by people of the 
same reputed race, and who were sup- 
posed to have settled in the country 
about the same time. Each family 
produced its own food and the mate- 
rials of its clothing, which were worked 
ujp within itself, usually by the women 
ot the tamily, into the coarse fabrics 
with which the age was contented. 
Taxes there were none, as there were 
either no paid officers of government, 
or if there were, their payment had 
been provided for by a reseiwed portion 
of land, cultivated by slaves on account 
of the state ; and the annv consisted 
of the body of citizens. The whole 
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produce of tEe soil, therefore, belonged, 
without deduction, to the family wMch 
cultiTated it. So long as the progi'ess 
of events permitted this disposition of 
property to last, the state of society 
was, for the majority of the free culti- 
vators, probahly not an undesirable 
one ; and under it, in some cases, the 
advance of manhind in intellectual cul- 
ture was extraordinarily rapid and 
brilliant. This more especially hap- 
pened where, along with advantageous 
circumstances of race and climate, and 
no doubt with many favourable acci- 
dents of which all trace is now lost, 
was combined the advantage of a 
position on the shores of a great inland 
sea, the other coasts of which were 
already occupied by settled commu- 
nities. The knowledge which in such 
a position was acquired of foreign pro-, 
ductions, and the easy access of foreign 
ideas and inventions, made the chain 
of routine, usually so strong in a rude 
people, hang loosely on these commu- 
nities, To speak only of their indus- 
trial development; they .early acquired 
variety of wants and desires, which 
stimulated them to extract from their 
own soil the utmost which they knew 
how to make it yield ; and when their 
soil was sterile, or after they had 
reached the limit of its capacity, they 
often became traders, and bought up 
the productions of foreign conntries, to 
sell them in other countries with a 
profit. 

The duration, however, of this state 
of things was ftom the first precarious. 
These little communities lived in a 
state of almost perpetual war. For 
this there were many causes. In the 
ruder and purely agricultural commu- 
nities a frequent cause was the mere 
pressure of their increasing population 
upon their limited land, aggravated as 
that pressure so often, was by deficient 
harvests in the rude state of their agri- 
culture, and depending as they did for 
food upon a very small ^extent of coun- 
tiy. On these occasions, the commu- 
nity often emigrated in a body, or sent 
forth a swarm of its youth, to seek, 
sword in hand, for some less warlike 



slaves for the benefit of their despoilers. 
What the less advanced tribes did 
from necessity, the more prosperous 
did ^ from ambition and the military 
spirit : and after a time the whole of 
these city-communities were either 
conquerors or conquered. In some 
cases, the conquering state contented 
itself with imposing a tribute on the 
vanquished: who being, in considera- 
tion of that burden, freed from the ex- 
pense and trouble of their own military 
and naval protection, might enjoy 
under it a considerable share of econo- 
mical prosperity, while the ascendant 
community obtained a surplus of 
wealth, available for purposes of collec- 
tive luxury or magnificence. From 
such a surplus the Farthenon and the 
Propyleea were built, the sculptures of 
Pheidias paid for, and the festivals 
celebrated, for wliich JEschylus, Sopho- 
cles, Euripides, and Aristophanes com- 
posed their dramas. But this state of 
political relations, most useful, while it 
lasted, to the progress and ultimate 
interest of mankind, had not the ele- 
ments of durability.^ A small conquer- 
ing community which does not incor- 
orate its conquests, always ends by 
eing conquered. Universal dominion, 
therefore, at last rested with the 
people who practised this art — with the 
Eomans;^who, whatever were their 
other devices, always either began or 
ended by taking a great part of the 
land to enrich their own leading citi- 
zens, and by adopting into the govern- 
ing body the principal possessors of the 
remainder. It is unnecessary to dwell 
on the melancholy economical history 
of the Eoman empire. When in- 
equality of wealth once commences, in 
a community not constantly engaged 
in repairing by industry the injuries of 
fortune, its advances are gigantic ; the 
great masses of wealth swallow rip the 
smaller. The- Eoman empire ulti- 
mately became covered with the vast 
landed possessions of a comparatively 
few families, for whose luxury, and 
still more for whose ostentation, the 
most costly products were i*aised, while 
the cultivators of the soil were slaves, 
or small tenants in a nearly servile 
condition. From this time the wealth 
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of the empire progressively declined. 
In the heginningj the public revenues, 
and the resources of rich individujds, 
sufficed at least to cover Italy with 
splendid edifices, public and private: 
but at length so dwindled under the 
enervating influences of misgovemment, 
that what remained was not even suffi- 
cient to fceep those edifices from_ decay. 
The strength and riches of the civilized 
world became inadeciuate to make head 
against the nomad population which 
skirted its northern hontier: they 
overran the empire, and a different 
order of things succeeded. 

In the new frame in which European 
society was now cast, the population 
of each country may he considered as 
composed, in unequal proportions,, of 
two distinct nations or races, the con- 
querors and the conquered : the fii'st the 
proprietors of the land, the latter the 
tillers of it. These tillers were allowed 
to occupy the land on conditions which, 
being the product of force, were always 
onerous, hut seldom to the extent of 
absolute slavery. Already, in the later 
times of the Boman empire, predial 
slavery had extensively transformed 
itself into a kind of serfdom : the coloni 
of the Bomans were rather villeins than 
actual slaves ; and the incapacity and 
distaste of the barbarian conquerors 
for personally superintending industrial 
occupations, left no alternative but to 
allow to the cultivators, as an incentive 
to exertion, some real interest in the 
soil. If, for example, they were com- 
pelled to labour, three days in the 
week, for their superioi’, the produce of 
the remaining days was their own. If 
they were required to supply the pro- 
visions of various sorts, ordinarily 
needed for the consumption of the 
castle, ^and were often subject to 
requisitions in excess, yet after sup- 
;^lying these demands they were suf- 
fered to dispose at their will of what- 
ever additional produce they could 
raise. Under this system during the 
Middle Ages it was not impossible, no 
more than in modern Bussia (where, 
up to the recent measure of emancipa- 
tion, the same system still essentially 
prevailed) for serfs to acquire property ; 
and in fact, their accumulations are the 


primitive source of the wealth of 
modem Europe. 

In that age of violence and disorder, 
the first use made by a serf of any small 
provision which he had been able to 
accumulate, was to buy his freedom 
and withdraw himself to some town or 
fortified village, wffiich had remained 
xmdestroyed from the time of the Bo- 
man dominion ; or, without buying his 
freedom, to abscond thither. In that 
place of refuge, surrounded by others of 
his own class, he attempted to live, se- 
cured in some measure from the out- 
rages and exactions of the warrior caste, 
by his own prowess and that of his fel- 
lows. These emancipated serfs mostly 
became artificers; and lived by ex- 
changing the produce of their Jndustry 
for the surplus food and mateiial whick 
the soil yielded to its feudal proprietors. 
This gave rise to a sort of European 
counterpart of the economical conditior* 
of Asiatic countries; except that, in 
lieu of a single monarch and a fluctua- 
ting body of favourites and employes, 
there was a numerous and in a consider 
able degrpe fixed class of great land- 
holders ; exhibiting far less splendour, 
because individually disposing of a 
much smaller surplus produce, and for 
a long time expending the chief part of 
it in maintaining the body of retainers 
whom the warlike habits of society, and 
the little protection afforded by govern- 
ment, rendered indispensable to their 
safety. The greater stability, the fixity 
of personal position, which this state 
of society afibrded, in comparison with 
the Asiatic polity to which it economi- 
cally corresponded, was one main rea- 
son why it was also found more favour- 
able to impiovement. Erom this time 
the economical advancement of society 
has not been further inteiTopted. tse- 
curity of person and property grew 
slowly, hut steadily; the arts of life 
made constant progress; plunder ceased 
to he the principal source of accuinuhi- 
tion; and feudal Europe ripened into 
commercial and manufacturing Europe. 
In the latter part of the Middle Ages, 
the towns of Italy and Flanders, the 
free cities of Germany, and some towns 
of France and England, contained a 
large and energetic population of urti- 
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saBS, and many ricli btirghers, whose 
wealth liad been acquired by mamifac- 
tuxing industry, or by trading in the 
produce of such industry. The Com- 
mons of England, the Tiers-Etat of 
Trance, the bourgeoisie of the Conti- 
nent generally, are the descendants of 
this class. As these were a saving 
class, while the posterity of the feudal 
aristocracy* were a squandering class, 
the former by degrees substituted them- 
selves for the latter as the owners of 
a great proportion of the land. This 
natural tendency was in some cases 
retarded by laws contrived for the pur- 
pose of detaining the land in the fami- 
lies of its existing possessors, in other 
cases accelerated by political revolu- 
tions. Gradually, though more slowly, 
the immediate cultivators of the soil, in 
all the more civilized countries, ceased 
to be in a servile or semi-servile state : 
though the legal position, as well as 
the economical condition attained by 
them, vary extremely in the different 
nations of Emupe, and in. the great 
communities which have been founded 
beyond the Atlantic by the descendants 
of Europeans. 

The world now contains several ex- 
tensive regions, provided with the va- 
I’ious Ingi'edients of w-ealth in a degi*ee 
of ahunclance of which former ages had 
not even the idea. Without compulsory 
labour, an enormous mass of food is 
annually extracted from the soil, and 
maintains, besides the actual producers, 
an equal, sometimes a greater number 
of labourers, occupied in producing 
conveniences and luxmies of innumer- 
able kinds, or in transporting them from 
place to place ; also a multitude of per- 
sons employed in directing and super- 
intending these various labours; and 
over and above all these, a class more 
numerous than in the most luxurious 
ancient societies, of persons whose oc- 
cupations are of a kind not directly 
productive, and of persons who have 
no occupation at all. The food thus 
raised, supports a far larger population 
than had ever existed (at least in the 
same regions) on an equal space of 
ground ; and supports them with cer- 
tainty, exempt ffom those periodically 


recurring famines so abundant in the 
early history of Europe, and in Oriental 
countries ' even now not imfrequent. 
Besides this great increase in the quan- 
tity of food, it has greatly improved in 
■quality and variety; while conveniences 
and luxuries, other than food, are no 
longer limited to a small and opulent 
class, hut descend, in great abundance, 
through many widening strata in so- 
ciety. The collective resources of one 
of these communities, when it chooses 
to put them forth for any unexpected 
purpose ; its ability to maintain fleets 
and armies, to execute public works, 
either useful or ornamental, to peribrai 
national acts of henelicence like the 
ransom of the West India slaves ; to 
foupd colonies, to have its people 
taught, to do anything in short which 
requires expense, and to do it with no 
sacriflce of the necessaries or even the 
substantial comforts of its inhabitants, 
are such as the woidd never saw 
before. 

But in all these particulars, charac* 
teristic of the modern industrial com- 
munities, those communities differ 
widely from one another. Though 
abounding in wealth as compared with 
former ages, they dol'so in ver}^ different 
degrees. Even of the countries which 
are .justly accounted the richest, some 
have made a more complete use of their 
productive resources, and have obtained, 
relatively to their territorial extent, a 
much larger produce, than others ; nor 
do they differ only in amount of wealth, 
hut also in the rapidity of its increase. 
The diversities in the distribution of 
wealth are still greater than in tlie 
production. There are great differences 
in the condition of the poorest class in 
different countries ; and in the propor- 
tional numbers and opulence of the 
classes which are above the poorest. 
The very nature and designation of the 
classes who originally share among 
them the produce of the soil, vary not 
a little in different places. In some, 
the landowners are a class in them- 
selves, almost entirely separate from 
the classes engaged in industry: in 
others, the proprietor of the land is 
almost universally its culti vator, own- 
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fng the plough, and often himself hold- 
ing it. Where the proprietor himself 
does not cultivate, there is sometimes, 
between him and the labourer, an in- 
termediate agency, that of the farmer, 
who advances the subsistence of the 
labourers, supplies the instruments^ of 
production, and receives, after paying 
a rent to the landowner, all the pro- 
duce : in other cases, the landlord, 
his paid agents, and the labourers, are 
tile only sharers. Manufactures, again, 
are sometimes canied on by scattered 
individuals, who own or hire the tools 
or machinery they require, and employ 
little labour besides that of their own 
family ; in other cases, by large num- 
bers working together in one building, 
■with expensive and complex machinery 
owned by rich manufacturers. The 
same difference exists in the operations 
of trade. The wholesale operations in- 
deed are everywhere carried on by large 
capitals, where such exist ; ^but the 
retail dealings, which collectively^ oc- 
cupy a very • great amount of capital, 
are sometimes conducted in small shops, 
chiefly by tlie personal exertions of the 
dealers themselves, with their families, 
and perhaps an apprentice or two ; and 
sometimes in large establishments, of 
which the funds are supplied by a 
wealthy individual or association, and 
the agency is that of numerous salaried 
shopmen or shop women. Besides these 
differences in the economical pheno- 
mena presented by different parts of 
what is usually called the civilized 
world, all those earlier states which we 
previously passed in review, have con- 
tinued in some part or other of the 
world, down to our own time. Hunt- 
ing communities still exist in America, 
nomadic in Arabia and the steppes of 
Northern Asia; Oriental society is in 
essentials what it has always been ; the 
great empire of Kussia is even now, in 
many respects, the scarcely modified 
image of feudal Europe. Every one of 
the great types of human society, down 
to that of the Esquimaux or Patago- 
nians, is still extant. 

These remarkable differences in the 
state of difierent portions of the human 
race, with regard to the production and 


distribution of wealth, mast, like all 
other phenomena, depend on caases. 
And it is not a sufficient explanation 
to ascribe them exclusively to the de- 
grees of knowledge, possessed at dif- 
ferent times and places, of the laws of 
nature and the physical arts of life. 
Many other causes co-operate; and 
that very progress and unequal dis- 
tribution of physical knowledge, are 
partly the effects, as well as partly the 
causes, of the state of the production 
and distribution of wealth. 

In so far as the economical condition 
of nations turns upon the state of phy- 
sical knowledge, it is a subject for the 
physical sciences, and the arts founded 
on them. But in so far as tlie causes 
are moral or psychological, dependent 
on institutions and social relations, or 
on the principles of liiinian nature, 
their investigation belongs not to phy- 
sical, hut to moral and social science, 
and is the object of what is called Po- 
litical Economy^. 

The production of wealth ; the e.^- 
traction of the instruments of hiiniau 
subsistence and enjoyment from the 
materials of the globe, is evidently not 
an arbitrary thing. It has its neces- 
sary conditions. Of these, some are 
physical, depending on the propyerties 
of matter, and on the amount of 
knowledge of those properties possessed 
at the particular place and time. These 
Political Economy does not investigate, 
but assumes; referring for the grounds, 
to physical science or common expe- 
rience. Combining with these facts 
of outward nature other truths relating 
to human nature, it attempts to trace 
the secondary or derivative laws, by 
which the production of wealth is de- 
tenniiied; in which must lie the ex- 
planation of the diversities of riches 
and poverty in the present and past, 
and the ground of whatever in- 
crease in wealth is reserved for the 
future. 

Unlike the laws of Production, those 
of Distribution are partly of human 
institution : since the manner in which 
wealth is distributed in any given so- 
ciety, depends on the statutes or usages 
therein obtaining. But though goverib 
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ments or nations Iiave tlie power of de- 
ciding 'wliat institutions shall exist, 
they cannot arbitrarily ‘determine how 
those institntions shall work. The con- 
ditions on which the power they possess 
over the distribution of wealth is depen- 
dent, and the manner in which the dis- 
tribution is affe cted hy the varions modes 


of conduct which society may thintiit to 
adopt, are as much a subject for scien- 
tific inquiry as any of the physical laws 
of nature. 

The laws of Production and Distri- 
bution; and some of the practical con- 
sequences deducible from them, are the 
sul^eof of the following treatise. 


PEODTJCTIOI^. 


CHAPTER L 

OP THE EEQtJISITES OP PEODUCTIOX. 


§ 1. The requisites of production are 
two: labour, and appropriate natural 
objects. 

Labour is either bodily or mental; 
or, to express the distinction more com- 
prehensively, either muscular or nerv- 
ous ; and it is necessaiy to include in 
the idea, not solely the exertion itself, 
but all feelings of a disagreeable kind, 
all bodily inconvenience or mental an- 
noyance, connected with the employ- 
ment of one’s thoughts, or muscles, or 
both, in a particular occupation. Of 
the other requisite — appropriate na- 
tural objects — ^it is to be remarked, that 
some objects exist or grow up sponta- 
neously, of a kind suited to the supply 
of human wants. There are caves and 
hollow trees capable of affording shel- 
ter ; fruit, roots, wild honey, and other 
natural products, on which human life 
can be supported ; but even here a con- 
siderable quantity of labour is generally 
required, not for the purpose of creating, 
but of finding and appropriating them. 
In all but these few and (except in the 
very-TConimencement of human society) 
unimportant cases, the objects supplied 
by nature are only instrumental to hu- 
man wants, after having undergone 
some degree of transformation by hu- 
man exertion. Even the wild animals 
of the forest and of the sea, from which 
tlie^ hunting and fishing tribes derive 
their sustenance— though the labour of 
which they are the subject is chiefly 
that required for appropriating them — 
must yet, before they are used as food, 
be killed, ^vided into fragments, and 
subjected in almost all cases to some 


culinary process, which are operations 
requiring a certain degree of human 
labour. The amount of transformation 
which natural substances undergo be- 
fore being brought into the shape in 
which they are directly applied to hu- 
man use, varies from this or a still less 
degi'ee of alteration in the nature and 
appearance of the object, to a change 
so total that no trace is .perceptible of 
the original shape and stracture. There 
is little resemblance between a piece of 
a mineral substance found in the earth, 
and a plough, an axe, or a saw. There 
is less resemblance between porcelain 
and the decomposing granite of which 
it is made, or between sand mixed with 
sea-weed, and glass. The difference is 
greater still between the fleece of a 
sheep, or a handful of cotton seeds, and 
a wmb of muslin or broad cloth ; and 
the sheep and seeds themselves are not 
spontaneous growths, hut results of pre- 
vious labour and care. In these se- 
veral cases the ultimate product is so 
extremely dissimilar to the substance 
supplied by nature, that in the custom 
of language nature is represented as 
only furnishing materials. 

Hature, however, does more than 
supply materials; she also siipplies 
powers. The matter of the globe is 
not an inert recipient of forms and pro- 
perties impressed by human hands ; it 
has active energies by which it co-ope- 
rates with, and may even be used as a 
substitute for, labour. In the early 
ages people converted their corn into 
flour by pounding it between two ston es ; 
they next hit on a contriyance which 
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enabled them, by turning a handle, to But by what force is each step 
make one of the stones revolve upon of this operation rendered possi- 
the other ; and this process, a little im- ble, and the web, when produced, 
proved, is still the common practice of* held together? By the tenacity, or 
the East, /hhe mnscnlar exertion, force of cohesion of the fibres: which 
however, which it required, was veiy is one of the forces in nature, and which 
severe and exhausting, insomuch that we can measure exactly against other 
it was often selected as a punishment mechanical forces, and ascertain how 
for slaves who had offended their much of any of them it suffices to neu- 
masters. A¥hen the time came at tralize or counterbalance, 
which the labour and sufferings of If we examine any other case of what 
slaveswere thought worth economizing, is called the action of man upon na- 
tlie greater part of this bodily exertion ture, we shall find in like manner that 
was rendered unnecessary, by contriv- the powers of nature, or in other words 
ing that the upper stone should be the properties of matter, do all the work, 
made to revolve upon the lower, not by when once objects are put into the right 
human strength, but by the force of position. This one operation, of putting 
the wind or of falling water. In this things intofit places forheing acted upon 
ease, natural agents, the wind or the hy their own internal forces, and by 
gravitation of tbe water, are made to those residing in other natural objects, 
do a portion of the work previously is allthat mandoes, or can do, with mat- 
done by lahoxir. ter. He only moves one thing to or from 

f 2. Cases hke this, in which a cer- another. He moves a seed into the 
tain amount of labour has been dis- ground ; and the natural forces of vege- 
pensed with, its work being devolved tation produce in succession a root, a 
upon some natural agent, vare apt to stem, leaves, flowers, and fruit. Ho 
suggest an erroneous notion of the moves an axe tlirongli a tree, and it 
comparative functions of labour and falls by the natural force of gi’avitation ; 
natural powers ; as if the co-operation he moves a saw tlirongh it, in a paiti- 
of those powers with human industry cular manner, and the physical proper- 
were limited to the cases in which they ties by which a softer substance gives 
are made to perform wbat would other- way before a harder, make it separate 
wise he done hy labour ; as if, in the into planks, which he arranges in cer- 
case of things made (as the phrase is) tain positions, with nails driven through 
by hand, nature only furnished passive them, or adhesive matter between them, 
materials. This is an illusion. The and produces a table, or a house. He 
jrowers of nature are as actively opera- moves a spark to fuel, and it ignites, 
tive in the one case as in the other. A and by the force generated in comhus- 
workman takes a stalk of the flax -or tion it cooks the food, melts or softens 
hemp planh spHts it into separate the iron, converts into beer or sugar 
fibres, twines together several of these the malt or cane-juice, which he has 
fibres with bis fingers, aided by a simple previously moved to the spot. He has 
instrument called a spindle ; having no other means of acting on matter 
thus formed a thread, he lays many than by moving it. Motion, and re- 
such threads side by side, and places sistance to motion, are the only things 
other similar threads directly across which his muscles are constructed foi*. 
theni, so that each passes alternately By muscular contraction he can create 
over and under those which are at right a pressure on an outward object, which, 
‘inarles to it; this part of the process if sufficiently powerful, will set it in 
being facilitated by an instrument motion, or if it be already moving, will 
called a shuttle. He has now pi*oduced check or modify or altogether arrest its 
a web of cloth, either linen or sack- motion, and he can do no more. But 
cloth, according to the material. He this is enough to have given all the 
is said to have done this hy hand, command whichmankind have acquired 
no natural force being supposed to over natural forces immeasurably more 
have acted in conceri: wnth him. powerful than tlieniselves ; a command 
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which, great as it is already, is -without 
xionbt destined to become indefinitely 
greater. He exerts tliis power either 
by availing himself of natural forces in 
existence, or by arranging^ objects in 
those mixtures and combinations by 
which natural forces are generated ; as 
Tvhen by putting a lighted match to 
fuel, and water into a boiler over it, he 
generates the expansive force of steam, 
a power which has been made so largely 
available for the attainment of human 
purposes.'* , . , n 

Labour, then, in the physical world, 
is always and solely employed in put- 
ting objects in motion ; the properties 
of matter, the laws of nature, do the 
rest. The skill and ingenuity^ of hu- 
man beings are chiefly exercised in 
discovering movements, practicable _ by 
their powers, and capable of bringing 
about the effects which they desire. 
But, while movement is the only effect 
which man can immediately ^and 
directly produce by his muscles, it is 
not necessaiy that he should produce 
directly by them all the movements 
whioh lie requires. The first and most 
obvious substitute is the muscular ac- 
tion of cattle : by degrees the powers 
of inanimate nature are made to aid in 
this too, as by making the mhd, or 
water, things already in motion, com- 
municate a part of their motion to the 
wheels, which before that invention 
were made to revolve by muscular 
force. This service is extorted from 
the powers of wind and water by a set 
of actions, consisting like the former in 
moving certain objects into certain 
positions in which they constitute 
what is termed a machine; but the 
muscular action necessary for this is 
not constantly renewed, hut performed 
once for all, and there is on the whole 
a great economy of labour. 

§ 3. Borne writers have raised the 
question, whether nature gives more 
assistance to labour in one kind of 
industry or in another ; and have said 

* This essential and primary law of man’s 
power over nature was, I believe, first illus- 
trated and made prominent as a fundamental 
principle of Political Economy, in the first 
chapter of Mr. Mill’s 


that in some occupations labour does 
most, in others nature most. In this, 
however, there seems much confusion 
of ideas. The part which nature has 
in. any work of man, is indefinite and 
incommensurable. It is impossible to 
decide that in any one thing nature 
does more than in any other. One 
cannot even say that labour docs less. 
Less labour may be required ; but if 
that which is required is absolutely 
indispensable, the result is just as 
much the product of labour, as of 
nature. mien two conditions are 
equally necessary for producing the 
effect at all, it is unmeaning to say 
that so much of it is produced by one 
and so much by the other ; it is like 
attempting to decide which half of a 
pair of scissors has most to do in the 
act of cutting ; or which of the factors, 
five and six, contnbutes most to the 
production of thirty. The form which 
this conceit usually assumes, is that of 
supposing that nature lends more assist- 
ance to human endeavours in agricul- 
ture, than in manufiictures. This 
notion, held by the Trench Economistes, 
and from which Adam Smith w’as not 
free, arose fi-om a misconception of the 
nature of rent. The rent of land being 
a price paid for a natural agency, and 
no such price being paid in manufac- 
tures, these wiiters imagined that since 
a price was paid, it was because there 
was a gi'eater amount of service to be 
paid for : whereas a better considera- 
tion of the subject would have shown 
that the reason why the use of land 
bears a price is simply the limitation 
of its quantity, and that if air, heat, 
electricity, chemical agencies, and the 
other powers of nature employed by 
manufacturers, were sparingly supplied, 
and could, like land, be engrossed and 
appropriated, a rent could be exacted 
for them also. 

§ 4. This leads to a distinction 
VT'hich we shall find to he of primary 
importance. Of natural powers, some 
are unlimited, others limited in quan- 
tity. By an unlimited quantity is of 
course not meant literally, but prac- 
tically unlimited : a quantity beyond 
the use which can in any, or at least 
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in present circumstances, be made of 
it. Land is, in some newly^ settled 
conntnes, practically nnlimited in 
quantity: tbere is more tiian can be 
used by tlie existing population of the 
country, or by any accession likely to 
be made to it for generations to come. 
But even tber-e, land favourably situa- 
ted with regard to markets or means 
of carriage, is generally limited in 
quantity : there is not so much of it as 
persons would gladly occupy and culti- 
vate, or otherwise turn to use. In all 
old countries, land capable of cultiva- 
tion, land at least of any tolerable 
fertility, must be i-anked among agents 
limited in quantity. Water, for ordi- 
nary purposes, on the banks of rivers 
or lakes, may he regarded as of nn- 
limited ahundance ; but if' required for 
iri'igation, it may even there he in- 
sufficient to supply all wants, while in 
places which depend for their consump- 
tion on cisterns or tanks, or on wells 
which are not copious, or are liable to 
fail, water takes its place among things 
the quantity of which is most strictly 
limited, where water itself is plenti- 
ful, yet water-power, i.e, a fall of water 
applicable by its mechanical force to 
the service of industry, may he ex- 
ceedingly limited, compared with the 
use which would he made of it if it 
were more abundant. Coal, metallic 
ores, and other useful substances found 
in the earth, am still more limited than 
land. They are not only strictly local, but 
exhaustible ; though, at a given place 
and time, they may exist in much 
greater abundance than would he ap- 
hed to present use even if they could 
e obtained gratis, fisheries, in the 
sea, are in most cases a gift of nature 
practically unlimited in amount; but 
the Arctic whale fisheries have long 
been insufficient for the demand which 
exists even at the very considerable 
price necessary to defray the cost of 
appi’opriation : and the immense ex- 
tension which the Southeni fisheries 
have in consequence assumed, is tend- 


ing to exliaust them likewise. Ifiver 
fisheries ^are a natural resource of a 
very limited character, and would he 
rapidly exhausted, if allowed to he used 
by every one without restraint. Air, 
even that state of it which we term 
wind, may, in most situations, be ob- 
tained in a quantity sufficient for every 
possible use ; and so likewise, on the 
sea coast or on large rivers, may water 
carriage:' though the whamge or 
harhonr-room applicable to the service 
of that mode of transport is in many 
situations far short of what would ho- 
used if easily attainable. 

It will be seen hereafter how much 
of the economy of society depends on 
the limited quantity in which some of 
the most important natural agents 
exist, and more particularly, land. For 
the present I shall only remark that so 
long as the quantity of a natural agent 
is practically unlimited, it cannot, un- 
less susceptible of artificial monopoly, 
bear any value in the market, since no 
one will give anything for what can be 
obtained gratis. But as soon as a 
limitation becomes practically opera- 
tive ; as soon as there is not so much 
of the thing to he had, as would be- 
appropriated and used if it could be- 
obtained for asking ; the ownership or 
use of the natural agent acquires an 
exchangeable value. When more 
water-power is wanted in a particular 
district, than there are falls of water to 
supply it, persons will give an equiva- 
lent for the use of a fall of water. 
When there is more land wanted for 
oultivation than a place possesses, or 
than it possesses of a ceiiiain quality 
and certain advantages of situation, 
land of that quality and situation may 
he sold for a price, or let for an annual 
rent. This subject will hereafter be 
discussed at length; hut it is often 
useful to anticipate, by a brief sugges- 
tion, principles and deductions which 
we have not yet reached the place for 
exhibiting and illustrating fully. 
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CHAPTEEn. 

OF !LABOUB AS AN AGENT OF FEODUCTIONT. 


§ 1. THElabourwHck tenninatesin 
tlie production of an article fitted for 
some human use, is^ either employed 
directly about the thing, or in px'evious 
operations destined to_ facilitate, perhaps 
essential to the possibility of, the sub- 
sequent ones. In making bread, for 
example, the labour employed about 
the thing itself is that of the baker; 
but the labour of the miller, though 
employed directly in the production 
not of bread but of flour, is equally part 
of the aggregate sum of labour by 
which the bread is produced; as is 
also the labour of the sower, and of the 
reaper. Some may think that all these 
persons ought to be considered as em- 
ploying their labour directly about the 
thing ; the corn, the flour, and the 
bread being one substance in three 
different states. Without disputing 
about this question of mere language, 
there is still the ploughman who pre- 
pared the groimd for the seed, and 
whose labour neyer came in contact 
with the substance in any of its states ; 
and the plough-maker, whose shai'e in 
the result was still more remote. All 
these persons ultimately derive the re- 
muneration of their labour from the 
bread, or its piice : the plough-maker 
as much as the rest ; for since ploughs 
are of no use except for tilling the soil, 
no one would make or use ploughs for 
any other reason than because the in- 
creased returns, thereby obtained from 
the ground, afforded a source from 
which an adequate equivalent could be 
assigned for the labour of the plough- 
maker. If the produce is to be used 
or consumed in the form of bread, it is 
from the Bread that this equivalent 
must come. The bread must suffice 
to remunerate all these labourers, and 
several others ; such as the carpenters 
and bricklayers who erected the farm- 
buildings ; the hedgers and ditchers 
who made the fences necessary for the 
protection of the crop ; the miners and 


smelters who extracted or prepared 
the iron of which the plough and 
other implements were made. These, 
however, and the plough-maker, do not 
depend for their remuneration upon 
the bread made from the produce of 
a single harvest, but upon that made 
from the produce of all the har- 
vests which are successively gathered 
until the plough, or the hcdldiiigs and 
fences, are worn out. We must add 
yet another kind of labour; that of 
transporting the produce from the place 
of its production to the place of its 
destined use: the labour of canying 
the com to market, and from market 
to the miller’s, the flour from the 
miller’s to the baker’s, and the bread 
from the baker’s to the place of its final 
consumption. This labour is some- 
times very considerable : flour is trans- 
ported to England from beyond the 
Atlantic, com from the heart of Eussia ; 
and in addition to the labourers imme- 
diately employed, the waggoners and 
sailors, there are also costly instill- 
ments, such as ships, in the construc- 
tion of which much labour has been 
expended : that labour, however, not de- 
pending for its whole remuneration upon 
the bread, but for a part only ; ships 
being usually, during the course of their 
existence, employed in the transport of 
many different kinds of commudities. 

To estimate, therefore, the labour of 
wliich any given commodity is the re- 
sult, is far from a simple operation. 
The items in the calculation are very 
numerous— as it may seem to soim> 
persons, infinitely so ; for if, as a part 
of the labour employed in making 
bread, we count the labour of tbo 
blacksmith who made the plough, wliy 
not also (it may he asked) the labour 
of maldng me tools used by the black- 
smith, and the tools used in making thoso 
tools, and so back to the origin of 
things ? But after mounting one or two 
steps in this ascending setde, we come 
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into a region of fraqtions too minute subsistence. He cannot obtain food 
for calculation. Suppose, for instance, itself in any abundance ; for every 
tbattbe same plough will last, before mode of so obtaining it, requires that 

being worn out, a dozen years. Only there be already food in store. Agri- 

one-twelfth of the labour of making the culture only brings forth food after the 
plough must be placed to the account lapse of months ; and though the 

of each year’s harvest. A twelfth part labours of the agriculturist are not 

of the labour of making a plough is an necessarily continuous during the whole 
appreciable quantity. But the same set period, they must occupy a considei'a- 
of tools, perhaps, suffice to the plough- ble part of it. Hot only is agriculture 
maker for forging a hundred ploughs, impossible without food produced in 
which serve during the twelve years of advance, but there must be a veiy 
* their existence to prepare the soil of great quantity in advance to enable 
as many different farms. A twelve- any considerable community to sup- 
hundredth part of the labour of making port itself wholly by agriculture. A 
his tools, is as much, therefore, as has country like England or France is only 
been expended in procuring one year’s able to cany on the agriculture of the 
harvest of a single farm: and when present year, because that of past years 
this fraction comes to be further appor- has provided, in those countries or 
tioned among the various sacks of com somewhere else, sufficient food to sup- 
and loaves of bread, it is seen at once port their agiicultural population until 
. that such quantities are not worth the next harvest. They are only 
taking into the account for any prac- enabled to produce so many other 
tical purpose connected with the com- things besides food, because the food 
modity. It is true that if the tool- which was in store at the close of the 
maker had not laboured, the corn and last harvest suffices to maintain not 
breadnever would have been produced ; only the agiicultural labourers, but a 
" but they will not be sold a tenth part large industrious population besides, 
of a farthing dearer in consideration of The labour employed in producing 
his labour. this stock of subsistence, forms a gi’eat; 

and important part of the past labour 
§ 2. Another of the modes in -which which has been necessary to enable 
labour is indirectly or remotely instru- present labour to he carried on. But 
mental to the production of a thing, there is a difference, requiring parti- 
xequires particular ^notice : namely, cular notice, between this and the other 
■when it is employed in producing sub- kinds of previous or preparatory labour, 
sistence, to maintain the labourers The miller, the reaper, the ploughman, 
while they are engaged inf he produc- the plough-maker, the waggoner and 
tion. This previous employment of waggon-maker, even the sailor and 
labour is an indispensable condition to sbip-builder when employed, derive 
every productive operation, on any their remuneration from the ultimate 
other than the very smallest scale, product — the bread made from the corn 
Except the labour of the hunter and on which they have severally operated, 
fisher, there is scarcely any kind of or supplied the instruments for ope- 
labour to which the returns are imme- rating. The labour that produced tlie 
diate. Productive operations require food which fed all these labourers, is as 
to he continued a certain time, before necessary to the ultimate result, the 
their ffuits are obtained. Unless the bread of the present harvest, as any of 
labourer, before commencing his work, those other portions of labour; hut is 
possesses a store of food, or can obtain not, like them, remunerated from it, 
access to the stores of some one else. That previous labour has received its 
in sufficient quantity to maintain him remuneration from the previous food. 
,:j until the production is completed, he In order to raise any product, there are 

can undertake no labour .hut such as needed labour, tools, and materials, and 
i: can be carried on at odd intervals, food to feed the labourers. But the 

; i concun’ently with the pursuit of his tools and materials are of no use except 
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for oBtaining tile product, or at least 
are to be applied to no other use, and 
the labour of their construction can he 
remunerated only from the product 
when obtained. The food, on the con- 
trary, is intrinsically useful, and is ap- 
plied to the direct use of feeding human 
beings. The labour expended in pro- 
ducing the food, and recompensed hy 
it, needs not he remunerated over again 
from the produce of the subsequent 
labour which it has fed. If we suppose 
that the same body of labourers carried 
on a manufacture, and grew food to 
sustain themselves while doing it, they 
have had for their trouble the food and 
the manufactured article; but if they 
also grew the material and made the 
tools, they have had nothing for that 
trouble hut the manufactured article 
alone. 

The claim to remuneration founded 
on the possession of food, available for 
the maintenance of labourers, is of an- 
other kind; remuneration for abstinence, 
not for labour. If a person has a store 
of food, he has it in his power to con- 
sume it himself in idleness, or in feed- 
ing others to attend on him, or to fight 
for him, or to sing or dance for him. 
If, instead of these things, he gives it 
to productive labourers to support them 
during their work, he can, and natur- 
ally will, claim a remuneration from the 
produce. He will not' be content with 
simple repayment ; if he receives merely 
tliat, he is only in the same situation 
as at first, and has derived no advan- 
tage from delaying to apply his savings 
to Iris own benefit or pleasure. He will 
look for some equivalent for this for- 
hearan’ce : he will expect his advance 
of food to come hack to him with an 
increase, called in the language of busi- 
ness, a profit ; and the hope of this 
profit will generally have been a part of 
liic inducement which made him accu- 
mulate a stock, by economizing in bis 
own consumption ; or, at an^r rate, 
which made him forego the application 
of it, when accumulated, to his personal 
ease or satisfaction. The food also 
which maintained other workmen while 
roducing the tools or materials, must 
ave been provided in advance by some 
one, and he, too, must have his profit 


from the ultimate product; but there 
is this difierence, that here the ultimate 
product has to supply not only the 
profit, but also the remuneratioxi of the 
labour. The tool-maker (say, for in- 
stance, the plough-maker) does not in- 
deed usually wait for his payment until 
the harvest is reaped ; the farmer ad- 
vances it to him, and steps into his 
place by becoming the owner of the 
plough. Nevertheless, it is from the 
harvest that the payment is to come ; 
since the farmer would not undertake 
this outlay unless he expected that the 
harvest would repay him, and with a 
profit too on this fresh advance ; that 
is, unless the harvest would yield, be- 
sides the remuneration of the farm 
labourers (and a profit for advancing 
it), a sufficient residue to remunerate 
the plough-maker’s labourers, give the 
plough-maker a profit, and a profit to 
the farmer on both. 

§ 3. From these considerations it ap- 
pears, that in an enumeration and clas- 
sification of the kinds of industry which 
are intended for the indirect or remote 
furtherance of other productive labour, 
w^e need not include the labour of pro- 
ducing subsistence or other necessaries 
of life to he consumed by productive 
labourers ; for the main end and pm*- 
pose of this labour is the subsistence 
itself ; and though the possession of a 
store of it enables other work to be done, 
this is but an incidental consequence. 
The remaining modes in wdiich labour is 
indirectly instrumental to production, 
may be arranged under five heads. 

First: Labour employed in producing 
materials, on which industry is to be 
afterwards employed. This is, in many 
cases, a labour of mere appropriation ; 
extractive industry, as it has been aptly 
named by M. Uunoyer. The labour of 
the miner, for example, consists of ope- 
rations for digging out of the earth 
suhstauces convertible by industry into 
various articles fitted for human use- 
Extractive industry, however, is not 
confined to the extraction of materials. 
Coal, for instance, is employed, not 
only in the processes of industij, but in 
directly warming human beings. When 
so used, it is not a material of produo- 
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tion/btit is itself tlie nltimate prodTict. material into wliat may be termed 
So, also, in tlie case of a mine of pre> prepared material. In strictness of 
cions stones. These are to some small speech, almost all food, as it comes 
extent employed in the prodnctive arts, trom the hands of the agricnltnrist, is 
as diamonds l3y the glass-cutter, emery nothing more than material for the 
and Gonindum for polishing, hnt their oecnpation of the baker or the cooL 
principal destination, that of ornament, 

IS a direct Tise ; thongh they commonly § 4. The second kind of indirect 
require, before being so used, some pro labour is that employed in making 
cess of mannfactnre, -which may per- tools or implements for the assistance 
haps warrant om: regarding them as of labour. I use these terms in their 
materials. Metallic ores of all sorts are most comprehensive sense, embracing 
• materials merely. all permanent instruments or helps to 

Under the head, production of mate- production, from a flint and steel for 
'rials, -we must include the industry of striking a light, to a steam ship, or 
the wood-cutter, when employed in the most complex apparatus of manu- 
ciitting and preparing timber for build- facturing machinery. There may he 
ing, or wood for the purposes of the some hesitation where to draw the line 
carpenter’s or any other art. In the between implements and materials ; 
forests of America, Norway, Germany, and some things used in production 
the Pyrenees and Alps, this sort or (such as fuel) would scarcely in com- 
lahour is largely employed on trees of mon languagehe caHedhy either name, 
spontaneous growth. In other cases, popular phraseology being shaped out 
we must add to the labour of the wood- by a different class of necessities from, 
cutter that of the planter and culti- those of scientific exposition. To 
vator. avoid a multiplication of classes and 

Under the same head are also com- denominations answering to distinc- 
prised the labours of the agriculturists tions of no scientific importance, poli- 
in growing flax, hemp, cotton, feeding tical economists generally include all 
silk-worms, raising food for cattle, pro- things which are used as immediate 
ducing hai’k, dye-stuffs, some oleaginous means of production (the means which 
plants, and many other things only are not immediate will be considered 
■useful because required in other de- presently) either in the class of imple- 
partments of industry. So, too, the ments or in that of materials. Per- 
labour of the hunter, as far as his haps the line is most usually and most 
object is furs or feathers ; of the shep- conveniently di-awn, by considering as 
herd and the cattle-breeder, in respect a material every instrument of produc- 
of wool, hides, hom, bristles, horse-hair, tion which can only he used once, being 
•and the like. The things used as destroyed (at least as an instrument 
materials in some process or other of for the purpose in hand) by a single 
manufacture are of a most miscel- employment. Thus fuel, once burnt, 
laneous character, drawn from almost cannot he again used as fuel; what 
every quarter of the animal, vegetable, can he so used is only any portion 
and mineral kingdoms. And besides which has remained unhumt the first 
this, the finished products of many time. And not only it cannot he used 
branches of industry are the materials without being consumed, but it is only 
of others. The thread produced by useful by being consumed ; for if no 
the spinner is applied to hardly any part of the fuel were destroyed, no 
use except as material for the weaver, heat would be generated. A fleece, 
Even the product of the loom is chiefly again, is destroyed as a fleece by being 
used as material for the fabricators of spun into thread ; and the thread can- 
articles of dress or furniture, or of not he used as thread when woven 
further instruments of productive in- into cloth. But an axe is not de- 
dustry, as in the case of the sailmaker. stroyed as an axe by cutting down a 
The Giurier and tanner find their tree : it may be used afterwards to 
whole occupation in converting raw cut down a hundred or a thousand 
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more ; and thongli deteriorated in 
some small degree by each nse,^it does 
not do its work by being deteriorated, 
.as the coal and the fleece do theirs by 
being destroyed ; on the contrary, ^it is 
the better instrument the better it re- 
sists deterioration. There are some 
things, rightly classed as materials, 
which may be used as such a second 
,and a third time, but not while the 
product to which they at first contri- 
buted remains.in existence. The iron 
which formed a tank or a set of pipes 
may be melted to form a plough or a 
steam-engine; the stones with which 
a house was built may be used after it 
is pulled down, to build another,^ But 
this cannot be done while the original 
product subsists; their function as 
materials is suspended, until the ex- 
haustion of the first use. Not so with 
the things classed as implements ; they 
may be used repeatedly for fresh work, 
until the time, sometimes very distant, 
.at which they are worn out, while the 
work already done by them may sub- 
sist unimpaired, and when it perishes, 
does so by its own laws, or by casual- 
ties of its own.* 

The only practical difierence of much 
importance arising from the distinction 
between materials and implements, is 
one which has attracted our attention 
in another case. Since materials are 
destroyed as such by being once used, 
the wnole of the labour required for 
their production, as well as the absti- 
nence of the person who supplied the 
means of carrying it on, must be 
remunerated from the fruits of that 

* The able and friendly reviewer of this 
treatise in the Edinburgh Eeview (October 
1848) conceives the distinction between ma- 
terials and implements rather differently: 
proposing to consider as materials “all the 
things which, after having undergone the 
change implied in production, are them- 
selves matter of exchange,’* and as imple- 
ments (or instruments) “the things which 
are employed in producing that change, but 
do not themselves become part of the ex- 
changeable result.” According to these 
definitions, the fuel consumed in a manufac- 
tory would be considered, not as a material, 
but as an instrument. This use of the terms 
accords better than that proposed in the 
text, with the primitive physical meaning of 
the word “ material 5 ” hut the distinction on 
which it is grounded is one almost irrelevant 
iio political economy. 


single use. Implements, on the con- 
trary, being susceptible of repeated 
employment, tbe wnole of the products 
wbicb tbey are instrumental in bring- 
ing into existence are a fund wbicb 
can be drawn upon to remunerate tbe 
labour of tbeir construction, and tbe 
abstinence of those by whose accumu- 
lations that labour was supported. It 
is enough if each product contributes 
a fraction, commonly an insignificant 
one, towards tbe remuneration of that 
labour and abstinence, or towards in- 
demnifying tbe immediate producer for 
advancing that remuneration to tbe 
person who produced tbe tools. 

§ 5. Thirdly: Besides materials 
for industry to employ itself on, and 
implements to aid it, provision must be 
made to prevent its operations from 
being disturbed and its products in- 
jured, either by the destroying agencies 
of nature, or by the violence or rapa- 
city of men. This gives rise to an- 
other mode in which labour not 
employed directly about the product 
itself, is instrumental to its production ; 
namely, when employed for the 'proteC'- 
iiow of industry. Such is the object of 
all buildings for industrial purposes; 
all manufactories, warehouses, docks^ 
granaries, barns, farm-buildings de- 
voted to cattle, or to the operations of 
agricultural labour. I exclude those 
in which the labourers live, or which 
are destined for their personal accom- 
modation : these, like their food, supply 
actual wants, and must be counted in 
tbe remuneration of tbeir labour. 
There are many modes in which labour 
is still more directly applied to tbe 
protection of productive operations. 
The herdsman has little other occupa- 
tion than to protect the cattle from 
harm : the positive agencies concerned 
in the realization of tbe product, go on 
nearly of themselves. 1 have already 
mentioned the labour of the liedgcr and 
ditcher, of the builder of wmlls or dykes. 
To these must be added that of tho 
soldier, the policeman, and the judge. 
These functionaries are not indeed 
employed exclusively in the protection 
of industiy, nor does their payment 
constitute, to the individual producer, 
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a part of tlie expenses of production, i 
But tliey are paid from the taxes, 
'which are derived from the produce of 
industry; and in any tolerably go- 
vei-ned country they render to its 
operations a service far more than 
equivalent to the cost. To society at 
large they are therefore part of the 
expenses of production : and if the 
returns to production were not suf- 
ficient to maintain these lahourers in 
addition to all the others required, 
production, at least in that form and 
manner, could not take place; Be- 
sides, if the protection which the 
government affords- to the operations of 
industry were not afforded, the pro- 
ducers would be tmder a necessity of 
either withdrawing a large share of 
their time and labour from production, 
to employ it in defence, or of engaging 
armed men to defend them ; all which 
labour, in that case, must be directly 
remunerated from tbe produce ; and 
things which could not pay for this 
additional labour, would not be pro- 
duced. Under the present arrange- 
ments, the product pays its quota to- 
wards the same protection, and not- 
withstanding the waste and prodigality 
incident to government expenditure, 
obtains it of better quality at a much 
smaller cost. 

§ 6. Fourthly: There is a very 
great amount of labour employed, not 
in bringing the product into existence, 
but in rendering it, when in existence, 
accessible to those for whose use it is 
intended. Many important classes of 
labourers find their sole employment in 
some function of this kind. There is 
first the whole class of carriers, by 
land or water : muleteers, waggoners, 
bargemen, sailors, wbarfmen, coal- 
neavers, porters, railway establish- 
ments, and the like, Next, there are 
the constructors of all the implements 
of transport; ships, barges, carts, loco- 
motives, &c., to which must be added 
roads, canals, and railways. Boads 
are sometimes made by the govem- 
ment, and opened gratuitously to the 
public ; but the labour of making them 
is liot the less paid for from the pro- j 
duce. Each producer, in paying his | 


quota of the taxes levied generally for 
the construction of roads, pays for the 
use of those which conduce to his con- 
venience ; and if made with any toler- 
able judgment, they increase the re- 
turns to his industry hy far more thau 
an equivalent amount. 

Another numerous class of lahourers 
employed in rendering the things pro- 
duced accessible to their intended con- 
sumers, is the class of dealers and 
traders, or, as they may he termed, 
distributors. There would he a great 
waste of time and trouble, and an in- 
convenience often amounting to ini- 
practicahility, if consumers could only 
obtain the articles they want by treat- 
ing directly with the producers. Both 
producers and consumers are too much 
scattered, and the latter often at too 
gi'eat a distance from the former. To 
diminish this loss of time and labour, 
the contrivance of fairs and markets 
was early had recourse to, where con- 
sumers and producers might periodi- 
cally meet, without any intermediate 
agency ; and this plan answers toler- 
ably well for many articles, especially 
agricultural produce, agriculturists 
having at some seasons a certain quan- 
tity of spare time on their hands. But 
even in this case, attendance is often 
very troublesome and inconvenient to 
buyers who have other occupations, 
and do not live in the immediate 
vicinity; while, for all articles the pro- 
duction of which requires continuous 
attention from the producers, these 
periodical markets must be held at 
such considerable intervals, and the 
wants of the consumers must either he 
provided for so long beforehand, or 
must remain so long unsupplied, that 
even before the resources of society 
admitted of the establishment of shops, 
the supply of these wants fell univer- 
sally into the hands of itinerant 
dealers ; the pedlar, who might appear 
once a month, being preferred to the 
fair, which only returned once or twice 
a year. In country districts, remote 
from towns or large villages, the in- 
dustry of the pedlar is not yet wholly 
superseded. But a dealer who has a 
fixed abode and fixed customers is so 
much more to be depended on, that 
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consnmers prefer resorting to liini if he 
ijS conveniently accessible ; and dealers 
therefore find their advantage in esta- 
blishing themselves in every locality 
where there are sufficient consumers 
near at hand to aftbrd them a remune- 
ration. 

In many cases the producers and 
dealers are the same persons, at least 
as to the ownership of the^ funds and 
the control of the operations. The 
tailor, the shoemaker, the baker, and 
many other tradesmen, ar§ the pro- 
ducers of the articles they deal^ in, so 
far as regards the last stage in the 
production. This union, however, of 
the functions of manufacturer and re- 
tailer, is only expedient when the article 
can advantageously be made at or near 
the place convenient^ for retailing it, 
and is, besides, inanutactured and sold 
in small parcels. When things have 
to be brought from a distance, the 
same person cannot effectually superin- 
tend both the making and the retailing 
of them: when they are best and most 
cheaply made on a large scale, a single 
manufactory requires so many local 
channels to carry off its supply, that 
the retailing is most conveniently dele- 
gated to other agency : and even shoes 
and coats, when they are to be furnished 
ill large quantities at once, as for the 
supply of a regiment or of a workhouse, 
are usually obtained not directly from 
the producers, but j'rom intermediate 
dealers, who make it their business to 
ascertain from what producers they can 
be obtained best and cheapest. Even 
when things are destined to he at last 
sold by retail, convenience soon creates 
a class of wholesale dealers. When 
products and transactions have multi- 
plied beyond a certain point* when 
one manufactory supplies many shops, 
and one shop has often to obtain goods 
Irom many different manufactories, the 
loss of time and trouble both to the 
manufacturers and to the retailers by 
treating directly with one another, 
makes it more convenient to them to 
treat with a smaller number of great 
dealers or merchants, who only buy to 
sell again, collecting goods from the 
various producers, and distributing 
them to the retailers, to he hy them 


further distributed among the con- 
sumers. Of these various elements is 
composed the Distributing Class, whose 
agency is supplementary to that of the 
Producing Glass: and the produce so 
distributed, or its price, is the source 
from which the distributors are remu- 
nerated for their exertions, and for tlie 
abstinence which enabled them to ad- 
vance the funds needful for the business 
of distribution. 

§ 7. have now completed the 
enumeration of the modes in which 
labour employed on external nature is 
subservient to production. But there 
is yet another mode of employing labour 
wdiich conduces equally, though still 
more remotely, to that end : this is, 
labour of which the subject i.s human 
beings. Every human being has Been 
brought up from infancy at the expense 
of much labour to some person or per- 
sons, and if this labour or part of it, 
had not been bestowed, the child would 
never have attained the age and 
strength which enable him to become 
a labourer in his turn. To the com- 
munity at large, the labour and ex- 
pense of rearing its infant population 
form a part of the outlay which is a 
condition of production, and which is 
to be replaced with increase from the 
futm-e produce of their labour. By the 
individuals, this labour and expense are 
usually incurred from other motives 
than to obtain such ultimate return, 
and, for most purposes of political eco- 
nomy, need not be taken into account 
as expenses of production. But the 
technical or industrial education of the 
community; the labour emplojed in 
learning and in teaching the aids of 
production, in acquiring and communi- 
cating skill in those arts ; this labour 
is really, and in general solely, under- 
gone for the sake of the greater or more 
valuable produce thereby attained, and 
in order that a remuneration, equivalent 
or more than equivalent, may be reaped 
by the learner, besides an adequate re- 
muneration for the labour of the teacher, 
when a teacher has been employed. 

^ As the labour which confers produc- 
tive powers, whether of hand or of head, 
may be looked upon as part of the la- 
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bonr wMcli society accomplislxes its 
prodtictive operationSj or in other words, 
as part of what the produce costs to 
society, so too may the lahour employed 
in keeping np productive powers; in 
preventing them from being destroyed 
or weakened by accident or disease. 
The labour of a physician or surgeon, 
when made use of by persons engaged 
in industry, must be regarded in the 
economy of society as a sacrifice in- 
curred, to preserve from perishing by 
death or infirmity that portion of the 
productive resources of society which is 
fixed in the lives and bodily or mental 
powers of its productive members. To 
the individuals, indeed, this forms hut 
a part, sometimes an imperceptible part, 
of the motives that induce them to sub- 
mit to medical treatment: it is not 
principally from economical motives 
that persons have a limb amputated, 
or endeavour to be cured* of a fever, 
though when they do so, there is gene- 
rally sufficient inducement for it even 
on that score alone. This is, therefore, 
one of the cases of labour' and outlay 
which, though conducive to production, 
yet not being incurred for that end, or 
for the sake of the returns arising frnm 
it, are out of the sphere of most of the 
general propositions which political eco- 
nomy has occasion to assert respecting 
productive labour : though, when so- 
ciety and not the individuals are con- 
sidered, this lahour and outlay must 
he regarded as part of the advance hy 
which society e&cts its productive ope- 
rations, and for which, it is indenmified 
by the produce. 

§ 8. Another kind of lahour, usually 
classed as mental, but conducing to the 
ultimate product as directly, though 
not so immediately, as manual lahour 
itself, is the lahour of the inventors of 
industrial processes. I say, usually- 
classed as mental, because in reality it 
is not exclusively so. All human exer- 
tion is compounded of some' mental and 
some bodily elements. The stupidest 
hodman, who repeats from day to day 
the mechanical act of climbing a ladder, 
performs a function partly intellectual ; 
so much so, indeed, that the most in- 
telligent dog or elephant could not, 


probably, be taught to do it. The 
dullest human being, instructed before- 
hand, is capable of turning a mill ; but 
a horse cannot turn it without soine- 
hody to drive and watch him. On the 
other hand, thei'e is some, bodily ingre- 
dient in the lahour most purely mental, 
when it generates any external result. 
Newton could not have produced the 
Principia without the bodily exertion 
either of penmanship or of dictation; 
and he must have di-a-wn many dia- 
^ams, and written out many calciila- 
tions and demonstrations, while he was 
preparing it in his mind. Inventors, 
besides the labonr of their brains, gene- 
rally go through much lahour with their 
hands, in the models which they con- 
struct and the experiments they have, 
to make before their idea can realize 
itself snccessfully in act. "Whether 
mental, however, or bodily, their lahour 
is a part of that by whicli the produc- 
tion is brought about. The labour of 
Watt in contriving the steam-engine 
was as essential a part of production 
as that of the mechanics who build or 
the engineers who work the instru- 
ment ; and was undergone, no less than 
theirs, in the prospect of a remuneration 
from the produce. The labour of inven- 
tion is often estimated and paid on the 
veiy same plan as that of execution. 
Many manufacturers of ornamental 
goods have inventors in their employ- 
ment, who receive wages or salaries for 
designing patterns, exactly as others do 
for copjdng them. All this is strictly 
part of the lahour of production ; as the 
lahour of the author of a hook is equally 
a part of its production with that of the 
printer and "binder. 

In a national, or universal point of 
view, the lahour of the savant, or spe- 
culative thinker, is as much a part of 
production in the very narrowest sense, 
as that of the inventor of a practical 
art ; many such inventions having been 
the direct consequences of theoretic 
discoveries, and every extension of 
knowledge of the powers of nature 
being fruitful of applications to the 
purposes of outward life. The electro- 
injagnetic telegraph was the wonderful 
and most unexpected consequence of 
the experiments of GErsted and the 
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matiieinatical investigations of Am- 
pere; and the modern art of naviga- 
tion is an unforeseen emanation from 
the purely speculative and apparently 
merely curious inquiry, by the mathe- 
maticians of Alexandria, into the pro- 
perties of three curves formed hy the 
intersection of a plane surface and a 
cone. No limit can he set to the im- 
portance, even in a purely productive 
and material point of view, of mere 
thought. Inasmuch, however, as these 
material fruits, though the result, are 
seldom the direct purpose' of the pur- 
suits of savants, nor is their remu- 
neration in general derived from the 
increased production which may be 
caused incidentally, and mostly after 
a long interval, by their discoveries; 
this ultimate influence does not, for 
most of the purposes of political eco- 
nomy, require to he taken into con- 
sideration ; and speculative thinkers 
are generally classed as the producers 
only of the hooks, or other useable or 
saleable articles, w^bich directly ema- 
nate from them. But when (as in po- 
litical economy one should always be 
prepared to do) we shift onr point of 
view, and consider not individual acts, 
and the motives hy which they are 
determined, hut national and universal 
results, intellectual speculation must 
he looked upon as a most influential 
pai*t of the productive labour of society, 
and the portion of its resources em- 
ployed in carrying on and in remune- 
rating such labour, as a highly produc- 
tive part of its expenditure. 

§ 9. In the foregoing survey of the 
modes of employing labour in further- 
ance of production, I have made little 
use of the popular distinction of indus- 
try into agricultural, manufacturing, 
and commercial. For, in truth, this 
division fulfils very badly the puiposes 
of a classification. Many great branches 
of productive industry find no place m 
it, or not without much straining; for 
example (not to speak of hunters or 
fishers) the miner, the road-maker, and 
the sailor. The limit, too, between 
agicultural and manufacturing indus^ 
try cannot he precisely drawn. The 
loiJler, for instance, and the baker — 


are they to he reckoned among agri- 
culturists, or among manufacturers? 
Their occupation is in its nature ma- 
nufacturing ; the food has finally parted 
company with the soil before it is 
handed over to them: this, however, 
might be said with equal truth of the 
thresher, the winnower, the makers of 
butter and cheese ; operations always 
counted as agricultural, probably be- 
cause it is the custom for them to he 
performed hy persons resident on the 
farm, and under the same superinten- 
dence as tillage. For many purposes, 
all these persons, the miller and baker 
inclusive, must be placed in the same 
class wuth ploughmen and reapera. 
They are all concerned in producing 
food, and depend for their remuneration 
on the food produced; when the one 
class abounds and flourishes, the others 
do so too ; they form collectively the 
“agricultural interest;” they render 
but one service to tlie community by 
their united labours, and are paid uom 
one common source. Even tlie tillers 
of the soil, again, when the produce is 
not food, hut the materials of what are 
commonly termed manufactures, belong 
in many respects to the same division 
in the economy of society as manufac- 
turers. The cotton-planter of Carolina, 
and the wool-grower of Australia, have 
more interests in common with the 
spinner and weaver than with the 
corn-grower. But, on the other hand, 
the industry which operates immedi- 
ately upon the soil has, as we shall see 
hereafter, some properties on which 
many important consequences depend, 
and which distinguish it Irom all the 
subsequent stages of production, whe- 
ther carried on hy the same person or 
not ; from the industry of the thresher 
and winnower, as much as from that of 
the cotton-spinner. When I speak, 
therefore, of agricultural labour, I shall 
generally meain this, and this exclu- 
sively, unless the contrary is either 
stated or implied in the context. The 
term manu&turing is too vague to he 
of much use when precision is required, 
and when I employ it, I wish to be un- 
derstood as intending to speak pcpu- 
larly rather than scientifically. 


28 


BOOK I. CHAPTEB m. §1. 


CHAPTEBIII 

OF UNPKOOUCTIVE LABOUR. 


§ 1, Labour is indispensaWe to pro- 
duction, but has not always production 
for its effect. There is much labour, 
and of a high order of usefulness, of 
which production is not the object. 
Labour, has accordingly been distin- 
guished into Productiye and Unpro- 
duotiye. There has been not a little 
controyersy among* political economists 
on the question, what kinds of labour 
ahould be reputed to be unproductive ; 
and they have not always perceived, 
that there was in reality no matter of 
fact in dispute between them. 

Many wiiters have been unwilling to 
class any labour as productive, unless 
its result is palpable in some material 
object, capable of being transferred 
from one person to another. There are 
others (among whom areMr.M'Culloch 
and M. Say) who looking upon the 
word unproductive as a term of dis- 
paragement, remonstrate against im- 
posing it upon any labour which is 
regarded as useful — which produces a 
benefit or a pleasure worth the cost. 
The labour oi officers of government, 
of the army and navy, of physicians, 
lawyers, teachers, musicians, dancers, 
actors, domestic servants, &c. when 
they really accomplish what they are 
paid for, and are not more numerous 
than is required for its performance, 
ought not, ■ say these writers, to be 
“ stigmatized’’ as unproductive, an ex- 
pression which they appear to regard 
as synonymous with wasteful or worth- 
less. But this seems to he a misunder- 
standing of the matter in dispute. Pro- 
duction not being the sole end of human 
existence, the term unproductive does 
not necessarily imply any stigma ; nor 
was ever intended to do so in the pre- 
sent case. The question is one of mere 
language and classification. Lifier- 
ences of language, however, are by no 
means unimportant, even when not 
gi’ounded on differences of opinion; for 
though either of two expressions may | 


I he consistent 'with the whole truth, they 
generally tend to fix attention upon 
different parts^ of it. We must there- 
fore enter a little into the considera- 
tion of the vaiious meanings which 
may attach to the words productive 
and unproductive when applied to 
labour. 

In the first place, even in what is 
called the production of material ob- 
jects, it must be remembered that wliat 
is produced is not tbe matter composing 
them. All the labour of all tbe human 
beings in the world could n5t produce 
one particle of matter. To weave 
broadcloth is but to re-arrange, in a 
peculiar manner, the particles of wool: 
to grow corn is only to put a portion of 
matter called a seed, into a situation 
where it can draw together particles of 
matter from the earth and air, to form 
the new combination called a plant. 
Though we cannot create matter, we 
can cause it to assume properties, by 
which, fi’om having been useless to us, 
it becomes useful. What we produce, 
or desire to produce, is always, as M. 
Say rightly terms it, an utility. La- 
bour is not creative of objects, but of 
utilities. Neitlier, again, do we con- 
sume and destroy the objects them- 
selves ; the matter of which they were 
composed remains, more or less altered 
in form : what has really been consumed 
is only tbe qualities by which they were 
fitted for the purpose they have been 
applied to. It is, therefore, pertinently 
asked by M. Say and otliers—since, 
when we are said to produce objects, 
we onlyjjroduce utility, why shoxiid not 
all labour which produces utility be 
accounted productive? Why refuse 
that title to the surgeon who sets a 
limb, the judge or legislator who con- 
fers security, and give it to the lapi- 
daiy who cuts and polishes a diamond? 
Why deny it to the teacher from whom 
I learli an art by which I can gain my 
I bread, and accord it to the confectioner 
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wlio luakes 1)031150118 for tlie momentaiy ing in a mere service rendered ; a plea- 
pleasure of a sense of taste ? sure given, an inconvenience or a pain 

It is quite true tliat all tliese kinds averted, during a longer or a sliorter 
of labour are productive of utility ; and time, but without leaving a permanent 
tlie question wliicli now occupies us acquisition in the improved qualities of 
could not have been a question at all, any person or tiling ; the labour being 
if the production of utility were enough employed in producmg an utility di- 
to satisfy the notion which mankind rectly, not (as in the two former cases) 
have usually formed of productive la- in fitting some other thing to afford an 
hour. Production, and productive, are utility. Such, for example, is the la- 
of course elliptical expressions, involv- hour of the musical performer, the actor, 
ing the idea of a something produced ; the public declaimer or reciter, and the 
but this something, in common appre- sho'wman. Some good may no doubt 
hension, I conceive to be, not utility, be produced, and much more might be 
but Wealth. Productive labour means produced, beyond the moment, upon the 
labour productive of wealth. We are feeling and disposition, or general state 
recalled, therefore, to the question of enjoyment of the spectators ; or in- 
touched upon in our first chapter, what stead of good there may be hann ; but 
Wealth is, and whether only material neither the one nor tlie other is the 
products, or all useful products, are to effect intended, is the result for which 
be included in it. the exhibitor works and the spectator 

pays; notliing hut the immediate plea- 
§ 2. Now the utilities produced by sure. Such, again, is the labour of tlie 
labour are of three kinds. They are, army and navy ; they, at the best, pre- 
Pirst, utilities fixed and embodied in vent a country from being conquered, 
outward objects ; by labour employed or from being injured or insulted, which 
ill investing external material things is a service, but in all other respects 
with properties which render them ser- leave the country neither improved nor 
viceahle to human beings. This is the deteriorated. Such, too, is the labour 
common case, and requires no illus- of the legislator, the fudge, the officer 
tration. of justice, and all other agents of go- 

SecondIy,utilitiesfixed and embodied vernment, in their ordinary functions, 
in human beings ; the labour being in apart from any influence they may 
this case employed in conferring on exert on the improvement of the na- 
liuman beings, qualities which render tional mind. The service which they 
them serviceable to themselves and render, is to maintain peace and seen- 
others. To this class belongs the la- rity ; these compose the utility which 
hour of all concerned in education ; not they produce. It may appear to some, 
only schoolmasters, tutors, and profes- that carriers, and merchants or dealers, 
sors, hut governments, so far as they should be placed in this same class, 
aim successfully at the improvement of since their labour does not add any 
the people; moralists, and clergymen, properties to objects: but I reply that 
as far as productive of benefit ; the it does : it adds the property of being ^ 
labour of physicians, as far as instru- in the place where they are wanted, ^ 
anental in preserving life and physical instead of being in some other place : 
or mental efficiency ; of the teachers of which is a very useful property, and 
bodily exercises, and of the various the utility it confers is embodied in the 
trades, sciences, and arts, together with things themselves, which now actually 
the labour of the learners in acquiring are in the place where they are re- 
them; and all labour bestowed by any quired for use, and in consequence of 
persons, throughout life, in improving that increased utility could be sold at 
the knowledge or cultivating the bodily an increased price, proportioned to the 
or mental faculties of themselves or labour expended in conferring it. This 
others. ... labour, therefore, does not belong to the 

Thirdly and lastly, utilities not fixed third class, hut to the first, 
or embodied in any object, but consist- 1 
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§ S. We Eaye now to consider wMch. 
of these three classes of labonr should 
he accounted productive of wealth, since 
that is what the term productive, when 
■used hy itself, must he understood to 
import. Utilities of the third class, 
consisting in pleasures which only exist 
while being enjoyed, and services which 
only exist while being performed, can- 
not he spoken of as wealth, except hy 
an acknowledged metaphor. It is es- 
sential to the idea of wealth to he sus- 
ceptible of accumulation : things which 
cannot, after being produced, he kept 
for some time before being used, are 
never, I think, regarded as wealth, 
since however much of them may be 
produced and enjoyed, the person bene- 
fited hy them is no richer, -is nowise 
improved in circumstances. But there 
is not so distinct and positive a viola- 
tion of usage in considering as wealth 
any product which is both useful and 
susceptible of accumulation. The skiO, 
and the enerp- and perseverance, of 
the artisans of a country, are reckoned 
part of its wealth, no less than their 
tools and machinery.-^ According to 
this definition, we should regard ah 
labour as productive which is employed 

* Some authorities look upon it as an essen- 
tial element in the idea of wealth, that it 
should be capable not solely of being accu- 
mulated, but of being transferred; and inas- 
much as the valuable qualities, and even 
the productive capacities, of a human being 
cannot be detached from him and passed to 
some one else, they deny to these the appel- 
lation of wealth, and to the labour expended 
in acquiring them the name of productive 
labour. It seems to me, however, that the 
skill of an artisan (for instance) being both 
a desirable possession and one of a certain 
durability (not to say productive even of 
material wealth), there is no better reason for 
refusing to it the title of wealth because it is 
• attached to a man, than to a coalpit or a 
manufactory because they are attached to a 
place. Besides, if the skill itself cannot be 
parted with to a purchaser, the use of it may; 
if it cannot be sold it can be hired ; and it 
may be, and is,' sold outright in all countries 
whose laws permit that the man himself 
should be sold along with it. Its defect of 
transferability does not result from a natural, 
but from a legal and moral obstacle. 

The human being himself (as formerly 
observed) I do not class as wealth. He is 
the purpose for which wealth exists. But 
his acquired capacities, which exist only as 
means, and have been called into existence 
by labour, fall rightly, as it seems to me, 
within that designation. / 


in creating permanent ntilities, wlie- 
tker embodied in liuman beings, or in 
any other animate or inanimate objects. 
This nomenclature I bave, in a former 
publication, f recommended as tlie most 
cond'ocive to tbe ends of classification ; 
and I am still of that opinion. 

But in applying the term wealth to 
tbe industrial capacities of bninan be- 
ings, there seems always, in popular 
apprehension, to be a tacit reference to 
material products. The skill of an 
artisan is accounted wealth, only as 
being the means of acquiring wealth in 
a material sense ; and any qualities 
not tending visibly to that object are 
scarcely so regarded at all. A country 
would hardly be said to be richer, ex- 
cept hy a metaphor, however precious, 
a possession it might have in the 
genius, the virtues, or the accomplish- 
ments of its inhabitants ; unless indeed 
these were looked upon as marketable 
articles, by which it could attract the 
material wealth of other countries, as 
the Greeks of old, and several modem 
nations have done. ■ While, therefore, 
I should prefer, were I constructing a 
new technical language, to make the 
distinction turn upon the permanence 
rather than upon the materiality of th6 
product, yet when employing tei*ms 
w’hich common usage has taken com- 
plete possession of, it seems advisable 
so to employ them as to do the least 
possible violence to usage ; since any 
improvement in terminology obtained 
by straining the received meaning of a 
popular phrase, is generally purchased 
beyond its value, by the obscurity 
arising from the conflict between new 
and old associations. 

I shall, therefore, in this treatise, 
when spealdng of wealth, imderstand 
by it only what is called material 
w^eaith, and hy productive labour only 
those kinds of exertion which produce 
utilities embodied iu material objects. 
But in limiting myself to this sense of 
the word, I mean to avail myself of the 
full extent of that restricted accepta- 
tion, and I shall not refuse the appella- 
tion productive, to labour which yields 

t JEssar/s on some XTmettUd Questions of 
Political Economy . Essay III. Onthewordj 
Productive and Unproductive, . 
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no ma-teml product as its direct result, fore call a missionaiy or a clergyman 
provided tkat an increase of material productive labourers, nnless tkey teack, 
products is its ultimate consequence, as tke Soutk Sea Missionaries Have in 
Thus, labour expended in tke acqui- pme cases done, tbe arts of civilmation 
sition of manufacturing skill, I class as in addition to the doctiines of tbeir 
productive, not in virtue of tbe skill religion. It is, on the contraiy, evi- 
itself, but of the manufactured products dent that the greater number of mis- 
created by the skill, and to the creation sionaries or clergymen a nation main- 
of which the lahoiir of learning the tains, the less it has to expend on other 
trade,. is essentially conducive. The things; Vhde the ^more it expends 
labour of officers of government in judiciously in keeping agriculturists 
affording the protection which, afforded and manufacturers at work, the more it 
in some manner or otheiy is indispen- will have for every other purpose. By 
sable to the prosperity of industry, must the former it diminishes, eceteris jpari- 
be classed as productive even of mate- its stock of material products ; by 
rial wealth, because without it, mate- the latter, it increases them, 
rial wealth, in anything lie its pre- Unproductive may be as useful as pro- 

sent abundance, could not exist. Such ductive labour ; it may he more useful, 
labour may be said to be productive even in point of permanent advantage ; 
indirectly or mediately, in opposition or its use may consist only in pleasure 
to the labour of the ploughman and the able sensation,^ which when gone leaves 
cotton-spinnei-, which are productive no^ trace ; or it may not afford even 
immediately. They are all ahke in this, but may be absolute Vaste. In 
this, that they leave the community any case society or mankind grow no 
richer in material products than they richer by it, but poorer. All material 
found it ; they increase, or tend to in- products consumed by any one while he 
crease, material wealth. produces nothing, are so much sub- 

tracted, for the time,^ from the material 
§4. By Unproductive Labour, on products which society would other- 
the contrary, whl be understood labour wise have possessed. But though 
which does not terminate in the crea- society grows no richer by unproduc- 
tion of mateiial wealth ; which, how- tive labour, the individual may. An 
ever largely or successfully practised, unproductive labourer may receive for 
does not render the community, and the his labour, from those who derive 
world at large, ■ richer in material pro- , pleasure or benefit from it, a remunera- 
ducts, but poorer by all that is con- tion which may be to him a considera- 
sumed by the labourers while so em- hie source of wealth ; but his gain is 
ployed. balanced by their loss ; they may 

All labour is, in the language of have received a full equivalent for 
political economy, unproductive, which their expenditee, but they are so 
ends in immediate enjoyment, without much poorer by it. When a tailor 
any increase of the accumulated stock makes a coat and sells it, there is a 
of permanent means of enjoyment, transfer of the price from the customer 
And all labour, according to our pre- to the tailor, and a coat besides which 
sent definition, must be classed as un- did not previously exist; but what is 
productive, which terminates in a per- gained by an actor is a mere transfer 
manent benefit, however important, from tifie spectatoris funds to his, leav- 
provided that an increase of materiiri ing no article of wealth for the specta- 
products forms no part of that benefit, tor’s indemnification. Thus the^ com- 
The labour of saving a friend’s fife is munity collectively gains nothing by" 
not productive, unless the friend is a the actoris labour ; and it loses, of his 
productive labourer, and produces more receipts, all that portion which he con- 
tlian he consumes. To a religious per- sumes, retaining only that which he 
son the saying of a soul must appear a lays by. A community, however, may 
far ^ more important service than the add to its wealth by unproductive 
saving of. a life ; but he will not there- labour, at the expense of other com- 
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miinities, as an individual may at the 
expense of other individuals. The 
gains of Italian opera singers, German 
governesses, Trench hallet dancers, 
&c., are a source of wealth, as far as 
they go, to their respective countries, 
if they return thither. The petty 
states of Greece, especially the ruder 
and more backward of those states, 
were nurseries of soldiers; who hired 
themselves to the princes and satraps 
^ of the East to carry on useless and de- 
structive wars, and returned with their 
savings to pass their declining years in 
their on n country: these were unpro- 
ductive labourers, and the pay they 
received, together with the plunder they 
took, was an outlay without return to 
the countries which furnished it; but, 
though no’ gain to the world, it was a 
gain to Greece. At a later period the 
same country -and its colonies supplied 
the Eomah empire with another class 
of adventurers, who, under the name of 
philosophers or of rhetoricians, taught 
to the youth of the higher classes what 
Avere esteemed the most valuable ac- 
complishments : these were mainly 
unproductive labourers, but their ample 
recompense was a source of wealth to 
their cwn country. In none of these 
cases was there any accession of 
w^ealtli to the world. The serwces of 
the labourers, if useful, were obtained 
at a sacrifice to the wnrld of a portion 
of material wealth ; if useless, aU that 
these labourers consumed was, to the 
wurld, waste. 

To be wasted, however, is a liability 
not confined to unproductive labour. 
Productive labour may equally be 
wasted if more of it is expended than 
really conduces to production. If de- 
fect of skill in labourers, or of judgment 
in those who direct them, causes a 
misapplication of productive industiy ; 
if a farmer persists in ploughing vdth 
three hoi'ses and two men, when ex- 
perience has shown that two . horses 
and one man are sufficient, the sur- 
plus labour, though employed for pur- 
poses of production, is wasted. If a 
new process is ’adopted which proves 
no better, or not so good as those before 
in use, the labour expended in perfect- 
ing the invention and in carrying it 


into practice, though employed for a 
productive purpose, is wasted. Pro- 
ductive labour may render a nation 
poorer, if the wealth it produces, that 
is, the increase it makes in the stock 
of useful or agreeable things, be of a 
kind not immediately wanted : as 
when a commodity is unsaleable, be- 
cause produced in a quantity beyond 
the present demand ; or when specula- 
tors build docks and warehouses before 
there is any trade. The bankrupt 
states of North America, with their 
premature railways and canals, have 
made this kind of mistake : and it 
was for some time doubtful whether 
England, in the disproportionate de- 
velopment of railway entei'prise, had 
not, in some degree, followed the 
example. Labour sunk in expectation 
of a distant return, when the great 
exigencies or limited resources of the 
commiirdty require that the return he 
rapid, may leave ihe . country not only 
poorer in the meanwhile, by all which 
those labourers consume, hut less rich 
even ultimately than if immediate re- 
turns had been sought in the first 
instance, and enterprises for distant 
profit postponed. 

§ 5. The distinction of Productive 
and Unproductive is applicable to con- 
sumption as well as to labour. All the 
members of the community are not 
labourers, but all are consumers, and 
consume either unproductively or pro- 
ductively. Whoever contributes no- 
thing directly or indirectly to produc- 
tion, is an unproductive consumer. 
The only productive consumers are 
productive labourers ; the^ labour of 
direction being of course included, as 
well as that of execution. ^ But the 
consumption even of productive labour- 
ers is not all of it productive consump- 
tion. There is unproductive consump- 
tion by productive consumers. What 
they consume in keeping up or im- 
proving their health, strength, and 
capacities of work, or in rearing other 
productive labourers to succeed them, 
is productive consumption. But con- 
sumption ©n pleasures or luxuries, 
whetlxer by the idle or by the indus- 
trious, since production is neither its 
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oliject nor is in any way advanced by 
it, must be reckoned unproductive : 
with a reseiwation perhaps of a certain 
quantum of enjoyment which may be 
classed among ' necessaries, since any- 
thing short of it' would not be consistent 
with the greatest efficiency of labour. 
That alone is productive consumption, 
which goes to maintain and increase 
the productive powers of the commu- 
nity; cither those residing in its soil, 
in its materials, in the number and 
efficiency of its instruments of produc- 
tion, or in its people. 

There are numerous products which 
may be said not to admit of being con- 
sumed otherwise than unproductively. 
The annual consumption of gold lace, 
pine apples, or champagne, must be 
reckoned unproductive, since these 
things give no assistance to produc- 
tion, nor any support to life or strength, 
but what would equally be given by 
things much less costly. Hence it 
might be supposed that the labour em- 

e in producing them ought not to 
^ arded as productive, in the sense 
in which the term is understood by 
political economists. I grant that no 
labour tends to the permanent enrich- 
ment of society, which is employed in 
producing things for the use of unpro- 
ductive consumers. The tailor wffio 
makes a coat for a man who produces 
nothing, is a productive labourer ; but 
in a few weeks or months the coat is 
worn out, while the wearer has not 
produced anything to replace it, and 
the community is then no richer by the 
labour of the tailor, than if the same 
sum had been paid for a stall at the 
opera. Hevei'theless, society lias been 
richer by the labour while the coat 
lasted, that is, until society, through 
one of its unproductive members, chose 
to consume the produce of the labour 
unproductively. The case of the gold 
lace or the pine apple is no further 
different, than that they are still fur- 
ther removed than the coat from the 
character of necessaries. These things 
also are wealth niitil they have been 
consumed. 

^ § 6. We see, however, by this, that 
there is a distinction, more important 
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to the w^ealth of a community than 
even that between productive and un- 
productive labour ; the distinction, 
namely, between labour for the supply 
of productive, and for the supply of 
unproductive, consumption ; between 
labour employed in keeping up or in 
adding to the productive resources of 
the country, and that which is em- 
ployed otherwise. Of the produce of 
the country, a part only is destined to 
be consumed productively ; the re- 
mainder supplies the unproductive con- 
sumption of producers, and the entire 
consumption of the unproductive classes. 
Suppose that the proportion of the 
annual produce applied to the first pur- 
pose amounts to half; then one-half 
the productive labourers of the country 
are all that are employed in the opera- 
tions on which the permanent -wealth 
of the coimtry depends. The other 
half are occupied from year to year and 
from generation to generation in pro- 
ducing things which are consumed and 
disappear without return ; and what- 
ever this half consume is as completely 
lost, as to any permanent effect on the 
national resources, as if it were con- 
sumed unproductively. Sui)pose that 
this second half of the labouring popu- 
lation ceased to work, and that the 
government or their parishes main- 
tained them in idleness for a whole 
year: the first half would suffice to 
produce, as they had done before, their 
o-wn necessaries and the necessaries of 
the second hall*, and to keep the stock 
of materials and implements undi- 
minished: the unproductive classes, 
indeed, would he either starved or 
obliged to produce their own subsist- 
ence, and the whole community would 
be reduced during a year .to hare neces- 
saries; hut the sources of production 
would he unimpaired, and the next 
year there would not necessarily he a 
smaller produce than if no such interval 
of inactivity liad occuiTed ; while if 
the case had been reversed, if the first 
half of the labourers bad suspended 
their accustomed occiipations, and tlie 
second half had continued theirs, the 
country at the end of the twelvemonth 
would have been entirely impoverishecL 
It would be a gi*eat error to regret 
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tlie large proportion of tlie axmtial pro- 
duce, whicli in an opulent coxmtry goes 
to supply nnprodnctm consumption. 
It would be to lament tliat the com- 
munity has so much to spare from its 
necessities, for its pleasures and for all 
higher uses. This portion of the pro^ 
duce is the fund from which all the 
wants of the community, other than 
that of mere living, are provided for ; 
the measure of its. means of enjoyment, 
•and of its power of accomplishing all 
purposes not productive. That so great 


a surplus should he availahle for such 
purposes, and that it should be applied 
to them, ^ can only he a subject of con- 
gratulation. The things to he re- 

f retted, and which are not incapable of 
eing remedied, are the prodigious 
inequality with which this surplus is 
distributed, the little wnrth of the ob- 
jects to w^hich the greater part of it is 
devoted, and the large share which falls 
to the lot of persons who render no 
equivalent service in return. 


CHAPTEE IV, 

OP CAPITAL. 


§ 1. It has been seen in the pre- 
ceding chapters that besides the pri- 
mary and universal requisites of pro- 
duction, labour and natural agents, 
there is another requisite without which 
no pro^^ctive operations beyond the 
rude and scanty beginnings of primitive 
industry, are possible : namely, a stock, 
previously accumulated, of the products 
of former labour. This accumulated 
stock of the produce of labour is termed 
Capital. The function of Capital in 
production, it is of the utmost import- 
ance thoroughly to understand, since 
a number of the erroneous notions with 
which our subject is infested, originate 
in an imperfect and confused appre- 
hension of this point. 

Capital, by persons wholly unused 
to reilect on the subject, is supposed to 
be synonymous with money. To ex- 
pose this misapprehension, would he to 
rej)cat what has been said in the intro- 
ductory chapter. Money is no more 
synonymous with capital than it is 
■with w'ealth. Money cannot in itself 
perfonn any part of the office of capital, 
since it can afford no assistance to 
production. To do this, it must he 
exchanged for other things; and any- 
thing, whicli is susceptible of being 
-exchanged for other things, is capable 
ef contributing to production in the 
same degree. , Wliat capital does for , 


production, is to afford the shelter, 
protection, tools and materials which 
the work requires^ and to feed and 
otherwise maintain the labourers during 
the process. These are the services 
which present labour requires from 
past, and from the produce of past, 
labour. "Wliatever things are destined 
for this nse— destined to supply pro- 
ductive labour with these various pre- 
requisites — are Capital. 

To familiarize ourselves with tho 
conception, let us consider w^hat is 
done with the capital invested in any 
of the branches of business which com- 
pose the productive industry of a 
country. A manufacturer, for example, 
has one part of his capital in the form 
of buildings, fitted and destined for 
carrying on his branch of manufacture. 
Another part he has in the form of 
machinery. A. tliird consists, if he be 
a spinner, of raw cotton, flax, or wool ; 
if a w’caver, of flaxen, ■w'^oollen, silk, or 
cotton, thread ; and the like, according 
to the nature of the manufacture. 
Food and clothing for his operatives, it 
is not the custom of the present age 
that he should directly provide; and 
fe-w capitalists, except the producers of 
food or clothing, have any portion- 
'worth mentioning of their capital in 
that shape. Instead of this, each 
capitalist lias money, which he pays to 
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his workpeople, md so enables tliem to and jewels ; and in order to. render tlie* 
snnply tliemselves : lie bas also effect perceptible, let us suppose that 

o-oods in liis warehouses, by the sale of the change takes place on a considera- 
^hich he obtains more money, to eni- ble scale, and that a large sum is 
ploy in the same manner, as well as to diverted from buying plate and jewels 
replenish his stock of materials, to to enijilopng productive labourers, 
keep his buildings and machinery in whom we shall suppose to have been 
repair, and to replace them when worn previously, like the Irish peasantry, 
out. His money and finished goods, only half employed and half fed. The 
however, are not wholly capital, for he labourers, on receiving their increased 
does not wholly devote them to these wages, will not lay them out in plate 
purposes : he employs a part of the and je-wels, but in food. There is not, 
one, and of the proceeds of the other, however, additional food in the country ; ^ 

an supplying his personal consumption nor any unproductive labourei*s or ani- 
and that of his family, or in hiring mals, as in the fonner case, whose food . 
grooms and valets, or maintaining as set iree for productive purposes, 
hunters and hounds, or in educating Food will therefore be imported if 
his children, or in paying taxes, or in possible ; if not possible, the labourers 
charity. Wlaat then is his capital ? will remain for a season on their short 
Precisely that part of his possessions, allowance : but the consctj[uence of 
whatever it he, wdiich is to constitute this change in the demand for com- 
his fund for carrying on fresh produc- modities, occasioned by the change in 
tion. It is of no conseq^nence that a the expenditure of the capitalists from 
part, or even the whole of it, is in a unproductive to productive, is that next 
form in which it cannot directly supply year more food will be produced, and 
the wants of ial)Ourers. less plate and jewelleiy. So^ tlmt 

Suppose, for instance, that the capi- again, without having hacl anything to 
talist is a hardware manufacturer, and do wdth the food of the^ labourers 
that his stock in trade, over and above directly, the conversion by individuals 
his machinery, consists at present of a portion of their property, no matter 
wholly in iron goods. Iron goods of what sort, from an unproductive 
cannot teed labourers. Nevertheless, destination to a productive, has had the 
by a mere change of the destination of effect of causing more food to be appro- 
these iron goods, he can cause labourers printed to the consumption of produc- 
to he fed. Suppose that with a portion tive labourers. The distinction, then, 

-of the proceeds he intended to maintain between Capital and Not-capital, does 
a pack of hounds, or an establishment not lie in the kind of commodities, but 
■of servants ; and that he changes his in the mind of the capitalist — in his 

intention, and employs it in his hnsi- will to employ them for one purpose 

ness, paying it in wages to additional rather than another ; and all property, 
workpeople. These workpeople are however ill adapted in itself for the 
enabled to buy and consume the food use of labourers, is a part of capital, so 
which %vould otherwise have been con- soon as it, or the value to be received 

sumed by the hounds or by the ser- from it, is set apart for productive re- 

vants ; and thus without the employer’s investment. The sum of ail the values 
having seen or touched one particle of so destined by their respective posscs- 
the food, his conduct has determined sors, composes the capital of the country, 
that so much more of the food existing Whether all those values are in a shape 
an the country has been devoted to the directly applicable to productive uses, 
use of productive labourers, and so makes no difference. Their shape, 
much less consumed in a manner whatever it may be, is a temporary 
wholly unproductive. Now vary the accident; but, once destined for pro- 
hypothesis, and suppose that what is duction, they do not fail to find a way 
tlius paid in wages would otherwise of transforming themselves into thinga 
have been laid out not in feeding ser- capable of being applied to it. 
wants or hounds, hut in buying plate 
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§ 2. As wliatever of tlie produce of 
the country is devoted to production is 
capital, so, conversely, the whole of the 
capital of the country is devoted to 
reduction. This second proposition, 
owever, must he taken with some 
limitations and explanations. A fund 
may he seeking for productive employ- 
ment, and find none, adapted to the 
inclinations of its possessor : it then is 
capital still, hut unemployed capital. 
Or the stock may consist of unsold 
goods, not susceptible of direct applica- 
tion to productive uses, and not, at the 
moment, marketable : these, until sold, 
are in the condition of unemployed 
capital. Again, artificial or accidental 
circumstances may render it necessary 
to possess a larger stock in advance, 
that is, a larger capital before entering 
on production, than is required by the 
natm-e of things. Suppose that the 
government lays a tax on the produc- 
tion in one of its eaiher stages, as for 
instance by taxing the material. The 
manufacturer has to advance the tax, 
before commencing the manufacture, 
and is therefore under a necessity of 
having a larger accumulated fund than 
is required for, or is actually employed 
in, the production which he carries on. 
He must have a larger capital, to 
maintain the same quantity of produc- 
tive labour; or (what is equivalent) 
with a given capital he maintains less 
labour. This mode of levying taxes, 
therefore, limits unnecessarily the in- 
dustry of the country: a portion of the 
fund destined by its owners for produc- 
tion being diverted from its purpose, 
and kept in a constant state of advance 
to the government. 

Eor another example : a farmer may 
enter on his farm at such a time of the 
year, that he may be required to pay 
one, two, or even three quarters’ rent 
before obtaining any return from the 
produce. This, therefore, must be paid 
out of his capital. Now rent, when 
paid for the land itself, and not for 
improvements made in it by labour, is 
not a productive expenditure. It is 
not an outlay for the support of labour, 
or for the provision of implements or 
materials the produce of labour. It is 
the price paid for the use of an appro- 


priated natural agent. This natural 
agent is indeed as indispensable (and 
even more so) as any implement : but 
the having to pay a price for it, is not. 
In the case of the implement (a thing 
produced by Jahoiii') a price of some 
sort is the necessary condition of its 
existence : but the land exists by 
nature. The payment for it, therefore, 
is not one of the expenses of produc- 
tion ; and the necessity of making the 
payment out of capital, makes it requi- 
site that there should he a greater 
capital, a greater antecedent accumu- 
lation of the produce of past labour, 
than is naturally necessary, or than is 
needed where land is occupied on a 
different system. This extra capital, 
though intended by its owners for pro- 
duction, is in reality employed unpro- 
ductively, and annually replaced, not 
from any produce of its own, but from 
the produce of the labour supported by 
the remainder of the farmer’s capital. 

Finally, that large portion of the 
productive capital of a country which 
is employed in paying the wages and 
salaries of labourers, evidently is not, 
all of it, strictly and indispensably 
necessary for production. As much of 
it as exceeds the actual necessaries of 
life and health (an excess which in the 
case of skilled labourers is usually con- 
siderable) is not expended in supporting 
labour, but in remunerating it, and the 
labourers could wait for tins part of 
their remuneration until the production 
is completed : it needs not necessarily 
pre-exist as capital: and if they un- 
fortunately had to forego it altogether, 
the same amount of production might 
take place. In order tliat the whole 
remuneration of the labourers should 
be advanced to them in daily or 'weekly 
payments, there must exist in advance, 
and he appropriated to productive use, 
a greater stock, or capital, than would 
suffice to carry on the existing extent 
of production: greater, by whatever 
amount of remuneration the labourers 
receive, beyond what the self-interest 
of a prudent slave-master would assign 
to his slaves. In truth, it is only after 
an abundant capital had already been 
accumulated, that the practiee of pay- 
ing in advance any remuneration of 
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lieyond aPare subsistence, conlcl 
possibly baye arisen : since whatever is 
so paid, is not really applied to produc- 
tion, but to the unproductive consump- 
tion of productive labourers, indicating 
a fund for production sufficiently ample 
to admit of habitually diverting a part 
of it to a mere convenience. 

It will be observed that I have 
assumed, that the laboux'ers are alynays 
subsisted from capital: and this^ is 
obviously the fact, though the capital 
needs not necessarily he furnished by a 
person called a capitalist. When the 
labourer maintains himself hy funds of 
his own, as when a peasant-farmer or 
proprietor lives on the produce of his 
land, or an artisan works on his own 
account, they are still supported by 
capital, that is, by funds provided in 
advance. The peasant does not subsist 
this year on the produce of this year’s 
harvest, hut on that of the last. The 
artisan is not living on the proceeds of 
the work he has in hand, hut on those 
of work previously executed and dis- 
posed of. Each is supported hy a small 
capital of his own, which he periodically 
replaces from the produce of his labour. 
The large capitalist is, in like manner, 
maintained from funds provided in 
advance. If he personally conducts 
his operations, as much of his personal 
or household expenditure as does not 
exceed a fair remuneration of his labour 
at the market price, must be considered 
a pail; of his capital, expended, like any 
other capital, for production : and his 
personal consumption, so far as it con- 
sists of necessaries, is productive con- 
sumption. 

§ 3. At the risk of being tedious, 

I must add a few more illustrations, to 
bring out into a still clearer and stronger 
light the idea of Capital. AsM. Say 
tnily remarks, it is on the veiy elements 
of our subject that illustration is most 
usefully bestowed, since the greatest 
errors which prevail in it maybe traced 
to the want of a thorough mastery 
over the elementary ideas. Nor is this 
surprising : a Branch may be diseased 
and all the rest healthy, but misouiid- 
ness at the root diffuses unhealthiness 
through the whole tree. 
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Let us therefore consider whether, 
and in what cases, the property of those 
who live on the interest of what they 
possess, without being personally en- 
gaged in production, can he regarded 
as capital. It is so called in common 
language, and, with reference to tlie 
individual, not improperly. All funds 
from which the possessor derives an in- 
come, which income he can use without 
sinking and dissipating the fund itself, 
are to him equivalent to capital. But 
to transfer hastily and inconsiderately 
to the general point of view, proposi- 
tions which are true of the individual, 
has been a source of innumerable 
errors in political econonijp In the 
present instance, that which is virtually 
capital to the individual, is or is not 
capital to the nation, according as the 
fund which hy the supposition he has 
not dissipated, has or has not been dis- 
sipated by somebod}’' else. 

For example, let property of the 
value of ten thousand pounds belonging 
to A, be lent to B, a farmer or manufac- 
turer, and employed profitably in B’s 
occupation. It is as much capital as if 
it belonged to B. A is really a farmer 
or manufacturer, not personally, hut in 
respect of his property. Capital worth 
ten thousand pounds is employed in 
production — in maintaining labourers 
and providing tools and •materials; 
which capital belongs to A, while B 
takes the trouble of emjiloying it, and 
receives for his remuneration the dif- 
ference between the profit which it 
yields and the interest he pays to A. 
This is the simplest case. 

Suppose next that A’s ten thousand 
pounds, instead of being lent to B, are 
lent on mortgage to C, a landed pro- 
prietor, by whom they are employed in 
improving the productive powers of his 
estate, by fencing, draining, road-mak- 
ing, or permanent manures. This is 
productive emplo 3 nm.ent. The ten thou- 
sand pounds are sunk, but riot dis- 
sipated. They yield a permanent re- 
turn ; the land now affords an increase 
of produce, sufficient, in a few years, if 
the outlay has been judicious, toreplace 
the amount, and in time to multiply it 
manifold. Plere, then, is a value of 
ten thousand pounds, employed in in* 
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oreasiiig the produce of the coimtiy. 
This constitutes a capital, for -which G, 
if he lets his land, receives the returns 
in the nominal form of increased rent ; 
and the mortgage entitles A to receive 
from these returns, in the shape of in- 
terest, such annual sum as has been 
agreed on. We ■will new vary the cir- 
cumstances, and suppose that C does 
not employ the loan in improving his 
land, hut in paying oif a former mort- 
gage, or in making a provision for 
children. Whether the ten thousand 
pounds thus employed are capital or 
not, will depend on what- is done with 
the amount hy the ultimate receiver. 
If the children invest their fortunes in 
a productive employment, or the mort- 
gagee on being paid off lends the 
amount to another landholder to ina- 
prove his land, or to a manufacturer to 
extend his business, it is still capital, 
hecaiise productively employed. 

Suppose, however, that C, the bor- 
rowing landlord, is a spendthrift, who 
hurdeiis his land not to increase his 
fortune hut to squander it, expending 
the amount in equipages and entertain- 
ments. In a year or two it is dissi- 
pated, and •without return. A is as 
rich as before ; he has no longer his 
ten thousand pounds, hut he has a lien 
on the land, which he could still sell for 
that amount. C, however, is 10,O00Z. 
poorer than foimierly; and nobody is 
richer. It may he said that those are 
richer who have made profit out of the 
money while it was being spent. Ko 
doubt if C lost it hy gaining, or , was 
cheated of it hy his servants, that is a 
mere transfer, not a destruction, and 
those who have gained the amoimt may 
employ it productively. But if C has 
received the fair value for his expendi- 
ture in articles of subsistence or luxury, 
which he has consumed on himself, or 
by means of his servants or guests, 
these articles have ceased to exist, and 
nothing has been produced to replace 
them : while if the same sum had been 
employed in farming or manufacturing, 
the consumption which would have 
taken place -ftmtild have been more than 
balanced at the end of the year hy new 
products, created hy the labour of those 
who would in that case have been the 


consumers. By C’s prodigality, that 
which would have been consumed with, 
a return, is consumed vuthout return.. 
C^s tradesmen may have made a profit 
during the process ; hut if the capital 
had^ been expended productively, an 
equivalent profit w^ould have been made 
hy builders, fencers, tool-makers, and 
the tradespeople who supply the con- 
sumption of the labouring classes ; while 
at the. expiration of the time (to say 
nothing of any increase), 0 would have 
had the ten thousand pounds or its 
value replaced to him, which now he 
has not. There is, therefore, on the 
general result, a difference to the dis- 
advantage of the community, of at least 
ten thousand pounds, being the amount 
of C’s improductive expenditure. To 
A, the difference is not material, since 
his income is secured to him, and while 
the security is good, and the market 
rate of interest the same, -he can always 
sell the mortgage at its original -value. 
To A, therefore, the lien of ten thou- 
sand pounds on G’s estate, is viifiially 
a capital of that amount ; hut is it so 
in I’eference to the community ? It is 
not. A had a capital of tern thousand 
pounds, but this has been extinguished 
— dissipated and destroyed hj O’s pro- 
digality. A now receives his income, 
not from the produce of his capital, but 
from some other source of income be- 
longing to C, probably from the rent of 
his land, that is, ffoin payments made 
to him hy farmers out of the produce of 
their capital. The national capital is 
diminished hy ten thousand pounds, 
and the national income hy all which 
those ten thonsand pounds, employed as- 
capital, would have produced. The 
loss does not fall on the owner of the 
destroyed capital, since the destroyer 
has agTeed to indemnify him for it. 
But his loss is only a small portion of 
that sustained hy the community, since 
what was devoted to the nse and con- 
sumption of the proprietor was only the 
interest; the capital itself was, or 
would have been, employed in the per- 
petual maintenance of an equivalent 
. number of labourers, regularly repro- 
ducing what they consumed : and of 
this maintenance they are deprived _ 
without compensation. 
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Let Tis now vary tlie Lypotliesis still 
fiirtlier, and suppose tliat the money is 
borrowed, not by a landlord, bnt by the 
State. A lends his capital to Govern- 
ment to carry on a war : he buys from 
the State what are called goveimment 
securities; that is, obligations on the 
govemi^ent to pay a certain annual in- 
come. If the government employed 
the money in making a railroad, this 
might be a productive employment, and 
A’ s property would still be used as 
capital; but since it is employed in 
waiythat is, in the pay of officers and 
soldiers who produce nothing, and in 
destroying a quantity of gunpowder and 
bullets without return, the government 
is in the situation of C, the spendthrift 
landlord, and A’s ten thousand pounds 
are so much , national capital which 
once existed, but exists no longer: 
virtually thrown into the sea, as far as 
wealth or production is concerned ; 
though for other reasons the employ- 
ment of it may have been justifiable. 
A’s subsequent income is derived, not 
from the produce of his own capital, but 
from taxes drawn from the produce of 
the remaining capital of the commu- 
nity ; to whom his capital is not jneld- 
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ing any return, to indemnify them for 
the payment; it is lost and gone, and 
what he now possesses is a claim on the 
returns to other people’s capital and in- 
dustry. This claim he can sell, and 
get bach the equivalent of his capital, 
which he may afterwards employ pro- 
ductively. True ; hut he does not get 
back his own capital, or anything which 
it has produced ; that, and all its possi- 
ble returns, are extinguished : what he 
gets is the capital of some other per- 
son, which that person is vnlling to ex- 
change for his lien on the taxes. An- 
other capitalist suhstitutes himself for 
A as a moidgagee of the public, and A 
suhstitutes himself for the other capi- 
talist as the possessor of a fund em- 
ployed in production, or available for it. 
By this exchange the productive powers 
of the community are neither increased 
nor diminished. The breach in the 
capital of the country wms made when 
the government spent A’s money : 
whereby a value of ten thousand pounds 
■was vithdra'wn or withheld from pro- 
ductive employment, placed in the fund 
for unproductive consumption, and de- 
stroyed without equivalent. 


CHAPTER V. 

FtJNDAMEXTAIi PROPOSITIONS RESPECTING CAPITAL. 


§ 1. Ip the preceding explanations 
have answered their purpose, they have 
given not only a sufficiently complete 
possession of the idea of Capital accord- 
ing to its definition, but a sufficient 
familiarity with it in the concrete, and 
amidst the ohsourity with which the 
complication of individual circumstances 
surrounds it, to have prepared even the 
unpractised reader for certain elemen- 
tary propositions or theorems respecting- 
capital, the full comprehension of which 
is already a considerable step out of 
darkness into ligb.t. 

The first of these propositions is, 
That industry is limited by capital. 
Tins is so. obvious as to be taken for 


granted in many common forms of 
speech ; hut to see a truth occaHiona’lIy 
is one thing, to recognise it habitually^ 
and admit no propositions inconsistent 
with it, is another. The axiom was 
pntil lately almost universally disre- 
garded by legislators and political 
writers ; and doctrines irreconcileable- 
with it are still very commonly pro- 
fessed and laculcated. 

The^ iilbwing are common expres- 
sions, implying its truth. The act of 
directing industry to a particular em- 
ployment is described by the phraso 
“ applying capital ” to the employment. 
To employ industry on the land is to 
apply capital to the land. To emploj 
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la'bonr in a manufacture is to invest 
capitalin tlie mamifactnre. Tiiis im- 
plies tliat industry cannot "be employed 
to any greater extent than there is 
capital to invest. The proposition, in- 
deed, must be assented to as soon as it 
is distinctly apprehended. The ex- 
pression “applying capital” is of 
coiu'se metaphoiical : what is really 
applied is labour ; capital being an in- 
dispensable condition. Again, we often 
speak of the “ productive powers of 
capital.’ ' This expression is not lite- 
rally correct. The only productive 
powers are those of labour and natural 
agents ; or if any portion of capita^^ 
can by a stretch of language he said to 
have a productive power of its own, it 
is only tools and machinery, which, like 
wind or water, may he said to co-ope- 
I’ate with labour. The food of labourers 
and the materials of production have 
no productive power ; hut labour cannot 
exert its productive power unless pro- 
vided with them. There can be no 
more industry than is supplied with 
materials to work up and food to eat. 
Self-evident as the thing is, it is often 
forgotten that the people of a country 
are maintained and have tlieir wants 
supplied, not by the produce of present 
labour, hut of past. They consume 
what has been produced, not what is 
about to be produced. Now, of what 
has been produced, a part only is al- 
lotted to the support of productive 
labour ; and there will not and cannot 
bo more of that labour than the por- 
tion so allotted (which is the capital 
of the country) can feed, and provide 
with the materials and instruments of 
production. 

Yet, in disregard of a fact so evident, 
it long continued to be believed that 
laws and governments, without creat- 
ing capital, could create industry. 
Not by making the people more labo- 
rious, or increasing the efficiency of 
their labour ; these ai'c i objects to 
which the government ciinfnn some 
degi’ce, indirectly contribute. But 
without any increase in the skill or 
energy of the labourers, and without 
causing any persons to labour who had 
previously been maintained in idleness, 
it was still thought that the govern- 


ment, -witliout providing additional 
funds, could create additional employ- 
ment. A government w^ould, by pro- 
hibitory laws, put a stop to the impor- 
tation of some commodity ; and when 
by this it had caused the commodity 
to he produced at home, it w^ould plume 
itself upon having enriched the country 
with a new branch of industry, w^ould 
parade in statistical tables the amount 
of produce yielded and labour em- 
ployed in the production, and take 
credit for the ^vhole of this as a gain 
to the country, obtained through the 
prohibitory law. Although this sori 
of political arithmetic has fallen a 
little into discredit in England, it still 
donrishes in the nations of Continental 
Europe. Had legislators been aware 
that industry is limited by capital, 
they wmuld have seen that, the aggre- 
gate capital of the country not having 
been increased, any portion of it which 
they by their laws had caused to he 
embarked in the newly-acquired branch 
of industry must have been withdrawn 
or wuthheld from some other ; in which 
it gave, or would have given, employ- 
ment to probably about the same quan- 
tity of labour which it employs in its 
new occupation.* 

* An exception must be admitted when 
the industry created or upheld by the re- 
strictive law belongs to the class of what are 
; called domestic manufactures. These being 
I carried on by persons ah'eady fed— by la- 
I bouring families, in the intervals ol other 
employment— no transfer of capital to the 
occupation is necessary to its being under- 
taken, beyond the value of the materials and 
tools, which is often inconsiderable. If, 
therefore, a protectingduty causes this occu- 
pation to he carried on, when it otherwise 
would not, there is in this case a real increase 
of the production of the country. 

In order to render our theoretical proposi- 
tion invulnerable, this peculiar case must be 
allowed for : but it does not touch the prac- 
tical doctrine of free trade. Domestic 
manufactures cannot, from the very nature 
of things, require protection, since the sub- 
sistence of the laboui'ers being provided from 
other sources, the price of the product, how- 
ever much it may be reduced, is nearly all 
clear gain. If, therefore, the domestic pro- 
ducers retire from the competition, it is 
never from necessity, but because the pro- 
duct is not worth the labour it costs, in the 
opinion of the best judges, those who enjoy 
the one and undergo the other. They prefer 
the sacrifice of buying their clothing to the 
labour of making it. They will not continue 
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§ 2. Because industry is limited by 
capital, we are not liowever to infer that 
it always reaches that limit. Capital 
may be temporarily unemployed, as in 
the case of unsold goods, or funds that 
have not yet found an investment ; 
during this interv^il it does not set in 
motion any industry. Or there may 
not be as many labourers obtainable, 
as the capital would maintain and em- 
ploy. This has been known to occur 
in new colonies, where capital has 
sometimes perished uselessly for want 
of labour : the Swan Eiver settlement 
(now called Western Australia), in the 
first years after its foundation, was an 
instance. There are many ^persons 
maintained from existing capital, who 
produce nothing, or who might produce 
much more than they do. If the 
labourers were reduced to lower wages, 
or induced to work more hours for the 
same wages, or if their’ families, who 
are already maintained from capital, 
were employed to a greater extent 
than they now are in adding to the 
produce, a given capital would afford 
employment to more industry. The 
unproductive consumption of produc- 
tive labourers, the whole of which is 
now supplied by capital, might cease, 
or he postponed until the produce 
came in ; and additional productive 
labourers might be maintained with 
the amount. By such means society 
might obtain from its existing re- 
sources a greater quantity of produce : 
and to such means it has been driven, 
when the sudden destruction of some 
large portion of its capital rendered 
the employment of the remainder with 
the greatest possible effect, a matter of 
paramount consideration for the time. 

^ Where industry has not come up to the 
limit imposed by capital, governments 
may, in vaiious ways, for example by 
importing additional labourers, bring 
it nearer to that limit : as hy the im- 
portation of Coolies and free Negroes 
into the West Indies. There is an- 
other way in which governments can 
create additional industry. They can 
create capital. They may lay on 

their labour unless society will give them 
more for it, than in their own opinion its 
product is worth. 


taxes, and employ the amount produc- 
tively. They may do what is nearly 
equivalent; they may lay taxes on 
income or expenditure, and apply the 

S uds towards paying off the public 
. The fundholder, when paid off, 
would still desire to draw an income 
from his property, most of which there- 
fore would find its way into productive 
employment, while a great paid: of it 
tvould have been drawn from the fund 
for unproductive expenditure, since 
people do not wholly pay their taxes 
from what they would have saved, but 
partly, if not chiefly, from what they 
would have spent. It may he added, 
that any increase in the productive 
power of capital (or, more properly 
speaking, of labour) by improvements 
in the arts of life, or otherwise, tends 
to increase the employment for labour; 
since, when there is a greater produce 
altogether, it is always probable that 
some portion of the increase will be 
saved and converted into capital; 
especially when the increased returns 
to productive industry hold out an 
additional temptation to the conver- 
sion of funds from an unproductive 
destination to a productivci. 

§ 3. While, on the one hand, in- 
dustry is limited hy capital, so on the 
other, every increase of capital gives^ 
or is capable of giving, additional em- 
ployment to industry ; and this with- 
out assignable limit. I do not mean 
to deny that the capital, or part of it, 
may be so employed as not to support 
labourers, being fixed in machinery, 
buildings, improvement of land, and the 
like. In any large increase of capital 
a considerable portion will generally be 
thus employed, and will only co-operate 
with labourers, not maintain them. 
What I do intend to assert is, that the 
portion which is destined to their 
maintenance, may (supposing no altera- 
tion in a?[^hing else) be indefinitely 
inci’ease<^PRthont creating an impos- 
sibility of finding them employment : 
in other words, that if there areliuman 
beings capable of work, and food to 
feed them, they may always be em- 
ployed in producing somethmg. This 
proposition requires to be soniebdiat 
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dwelt upon, ‘being one of those which 
it is exceedingly easy to assent to 
when presented in general terms, hnt 
somewhat difficult to keep fast hold of, 
in the crowd and confusion of the 
actual facts of society. It is also very 
much opposed to common doctrines. 
There is not an opinion more general 
among mankind than this, that the 
unproductive expenditure of the rich is 
necessary to the einplo3rment of the 
poor. Before Adam Smith, the doc- 
trine had hardly been questioned ; and 
even since his time, authors of the 
highest name and of great merit-^ have 
contended, that if consumers were to 
save and convert into capital more 
than a limited portion of their income, 
and were not to devote to unproductive 
consumption an amount of means hear- 
ing a certain ratio to the capital of the 
country, the extra accumulation would 
he merely so much waste, since there 
would he no market for the commo- 
dities which the capital so created 
would produce. I conceive this to he 
one of the many errors arising in poli- 
tical economy, from the practice of not 
heginning with the examination of 
simple cases, hut rushing at once into 
the complexity of concrete phenomena. 

Every one can see that if a benevo- 
lent go\’ernment possessed- all the food, 
and ail the implements and materials, 
of the community, it could exact pro- 
ductive labour from all capable of it, 
to whom it allowed a share in the food, 
and could he in no danger of wanting 
a field for the employment of this pro- 
ductive labour, since as long as there 
was a single want unsaturated (which 
material objects could supply), of any 
one individual, the labour of the com- 1 
ruunity could ‘be turned to the produc- 
tion of something capable of satisfying 
that want. Kow, the individual pos- 
sessors of capita], when they add to it 
by fresh accumulations, are doing pre- 
cisely the same thing which we sup- 
pose to be done by a benevolent govern- 
ment, As it is allowable to put any 
case by way of hypothesis, let us ima- 
gine the most extreme case conceiv- 
able. Suppose that every capitalist 

* For example, Mr. Malthas, Dr. Chalmers, 
M. d© Sismondi. 


came to be of opinion that not heing 
more meritorious than a well-conducted 
labourer, he ought not to fare better ; and 
accordingly laid by, from conscientious 
motives, the surplus of Ms profits ; or 
suppose this abstinence not sponta- 
neons, but imposed by law or opinion 
upon all capitalists, and upon land- 
ovmers likewise. Unproductive ex- 
penditure is now reduced to its lowest 
limit : and it is asked, how is the in- 
creased capital to find employment? 
‘Who is to buy the goods whicli it will 
produce? There are no longer cus- 
tomers even for those which were pro- 
duced before. The goods, therefore, 
(it is said) will remain unsold; they 
mil perish in the wai’ehoiises ; until 
‘ capital is brought down to what it was 
originally, or rather to as much' less, 
as the demand of the consumers has 
lessened. But this is seeing only one- 
half of the matter. In the case sup- 
posed, there would no longer he any 
demand for luxuries, on the part 
of capitalists and landowners. But 
when these classes turn their in- 
come into capital, they do not thereby 
annihilate their power of consumption ; 
they do hut transfer it from themselves 
to the labourers to whom they give 
employment. Now, there are two pos- 
sible stippositions in regard to the 
labourers ; either there is, or there is 
not, an increase of their numbers, pro- 
portional to the increase of capital. If 
there is, the case offers no difficulty. 
The production of necessaries for the 
new population, takes the place of the 
production of luxuries for a portion of 
the old, and supplies exactly the 
amount of employment which has been 
lost. Blit suppose that there is no in- 
crease of population. The whole of 
what was previously expended in 
luxuries, by capitalists and landlords, 
is distributed among the existing 
labourers, in the form of additional 
wages. We will assume them to be 
already sufficiently supplied with neces- 
saries. What follows? That the 
labourers become consumers of luxu- 
ries; and the capital previously em- 
ployed in the production of- luxuries, is 
still able to employ itself in the same 
manner : the difterence being, that the 
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luxitries are sliared among tire com- dnce. But even these must save (that 
munity generally, instead of Being con- is, spare from their personal consump- 
fined to a few. The increased accumii- tion) as much as is necessary for seed. 
Ration and increased production might, Some saving, therefore, there must have 
rigorously speahing, continue, until Been, even in this simplest of all states 
every laBourer had every indulgence of of economical relations; people must 
wealth, consistent with continuing to have produced more than they used, or 
work; supposing that the power of used less than they produced. Still 
theirlahour were physically sufficient to more must they do so Before they can 
produce all tliis amount of indulgences employ other labourers, or increase their 
for their whole number. Thus the production Beyond what can Be accom- 
limit of wealth is never deficiency of plished By the work of their own hands. , 
consumers, But of producers and pro- All that any one employs in supporting 
ductive power. Every addition to and caiTying on any other laBopr than 
capital gives to labour either additional his own, must have Been originally 
employment, or additional remunera- Brought together By saving ; somebody 
tion ; enriches either the country, or must have produced it and forborne to 
the labouring class. If it finds adcli- consume it. We _may say, therefore, 
tional hands to set to work, it increases without mateiual inaccuracy, that all 
the aggregate produce : if only the capital, and especially all addition to 
same hands, it gives them a larger capital, are the result of saving, 
share of it ; and perhaps even in this In a nide and violent state of society, 
case, by stimnlating them to ^nater it continually happens that the person 
exertion, augments the produce itself. who has capital is not the very person 

who has saved it, hut some one who, 

, §4. A second fundamental theorem Being stronger, or Belonging to a mor o 

! respecting Capital, relates to the source powerful community, has possessed 
i: from which it is derived. It is the re- himself of it By plunder. And even in 
: suit of saving. The evidence of tins a state of things in which property was 
lies abundantly in what has Been al- protected, the increase of capital has 
ready said on the subject. But the usually been, for a long time, mainly 
proposition needs some further illus- . derived from priyations which, though 
tration.' essentially the same with saving, are 

If all persons were to expend in per- not generally called by that name, he- 
sonal indulgences all that they produce, cause not voluntary. The actual pro- 
and all the income they receive from ducers have been slaves, compelled to 
what is produced by others, capital produce as much as force could extort 
could not increase. All capital, with a from them, and to consume as little as 
ti’ifling exception, was originally the the self-interest or the usually very 
result of saving. I say, with a trifling slender humanity of their taskmasters 
exception ; Because a person who la- would permit. This kind of compul- 
hours on his own account, may spend sory saving, however, would not have 
on his own account all he produces, caused any increase of capital, unless 
without Becoming destitute ; and the a part of the amount had Been saved 
provision of necessaries on which he over again, voluntarily, By the master, 
subsists lantil he has reaped his harvest, If all that he made his slaves produce 
or sold his connnodity, though areal and forbear to consume, had been con- 
capital, cannot Be said to have been sumed by him on personal indulgences, 
saved, since it is all used for the sup- he would not have increased his capital, 
ply of his own wants, and perhaps as nor been enabled to maintain an in- 
speedily as if it had been consumed in creasing number of slaves. To main- 
idlcncvss. We may imagine a number tain any slaves at all, implied a pre- 
of individuals or families settled on as vious saving ; a stock, at least of food, 
many separate pieces of land, each provided in advance. This saving may 
living on what their ow labour pro- not, however, have been made by any 
duces, and consuming the whole pro- self-imposed x^rivation of the master ; 
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But more probably by that of tbe slaves 
tbemselves while free ; tlie rapine or 
war, wbicb deprived tliem of their per- 
sonal liberty, having transferred also 
their accumulations to the conqueror. 

There are other cases in -which the 
term saving, with the associations usu- 
ally belonging^ to it, does not exactly 
fit the operation by which capital is 
increased. If it were said, for instance, 
that the only way to accelerate the in- 
crease of capital is by increase of saving, 
the idea would probably he suggested 
of ^greater abstinence, and increased 
privation. But it is obvious that what- 
ever increases the productive power of 
labour, creates an additional fund to 
make savings from, and enables capital 
to he enlarged not only without addi- 
tional privation, but conciuTently vdth 
an increase of personal consumption. 
Nevertbeless, tliere is here an increase 
of saving, in the scientific sense. 
Though there is more consumed, there 
is also more spared. There is a gi’eater 
excess of production over consumption. 
It is consistent -with correctness to call 
this a greater saving. Though the 
term is not unobjectionable, there is no 
other which is not liable to as great 
objections. To consume less than is 
X3rdduced, is sa-^dng ; and that is the 
process by which capital is increased ; 
not necessarily by consuming less, ab- 
solutely. We must not allow ourselves 
to be so much the slaves of words, as 
to be unable to use the word saving in 
this sense, without being in danger of 
forgetting that to increase capital there 
is another way besides consuming less, 
namely, to produce more. 

§ 6. A tliird fundamental tlieorem 
respecting Capital, closely connected 
with the one last discussed, is, that 
although saved, and the result of 
saving, it is nevertheless consumed. 
The word saving does not imply that 
what is saved is not consumed, nor 
even necessarily that its consumption 
is defen-ed ; but only that, if consumed 
immediately, it is not consumed by the 
erson who saves it. If merely laid 
y for future use, it is said to be 
hoarded; and while hoarded, is not 
consumed at aH. But if employed as 


capital, it is all consumed ; though not 
by the capitalist. Part is exchanged 
for tools or machinery, which are worn 
out by use : part for seed or materials, 
which are destroyed as such by being' 
sown or wrought up, and destroyed al- 
together by the consumption of the 
ultimate product. The remainder is 
paid in wages^ to productive labourers, 
who consume it for their daily wants ; 
or if they in their turn save any part, this 
also is not, generally speaking, hoarded, 
but (through savings hanks, benefit 
clubs, or some other channel) re-em- 
ployed as capital, and consumed. 

The principle now stated is a strong 
example of the necessity of attention to 
the most elementary truths of our sub- 
ject : for it is one of the most elemen- 
tary of them all, and yet no one wdio 
has not bestowed some thought on the 
matter is habitually aware of it, and 
most are not even willing to admit it 
when first stated. To the vulgar, it is 
not at all apparent that what is saved 
is consumed. To them, every one who 
saves, appears in the light of a person 
who , hoards ; they may think such con- 
duct permissible, or even laudable, -when 
it is to provide for a family, and the 
like ; hut they have no conception of it 
as doing good to other people : saving 
is to them another word for keeping a 
thing to oneself; while spending ap- 
pears to them to he distributing it 
among others. The person who ex- 
pends his fortune in unproductive con- 
sumption, is looked upon as diffusing 
benefits all around ; and is an object 
of so much favour, that some portion 
of the same popularity attaches even 
to him who spends what does not be- 
long to bim ; who not only destroys his 
own capital, if he ever had any, but, 
under pretence of borrowing, and on 
promise of repayment, possesses him- 
self of capital belonging to others, and 
destroys that likewise. 

. This popular error comes from at- 
tending to a small portion only of the 
consequences that flow from the saving 
or the spending; all the efiects of 
either wdiicli are out of sight, being out 
of mind. The eye follows what is saved, 
in t n im aginary strong box, and there 
loses sight of it; what is spent, it fol- 
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lows into the hands of tradespeople and 
dependents; hut without reaching the 
ultimate destination in either case. 
Saving (for productive investment)^ and 
spending, coincide very closely in the 
first stage of tlieir operations. The 
effects of both begin with consumption ; 
wdth the destruction of a certain portion 
of wealth ; only the things consumed, 
and the persons consuming, are different. 
There is, in the one case, a wearing out 
of tools, a destruction of material, and 
a quantity of food and clothing supplied 
to labourers, wdiicli they destroy by Use ; 
in the other case, there is a consump- 
tion, that is to say, a destraction, of 
wdnes, equipages, and furniture. Thus 
far,, the consequence to the national 
wealth has been much the same ; an 
equivalent quantity of it has been de- 
stroyed in both cases. But in the 
spending, this first stage is also the 
final stage ; that particular amount of 
the produce of labour has disappeared, 
and there is nothing left ; while, on the 
contrary, the saving person, duiing the 
whole time that the destruction vras 
going on, has had labourers at work 
repairing it ; who are ultimately found 
to have replaced, with an increase, the 
equivalent of what has been consumed. 
And as this operation admits of being 
repeated indefinitely without any fresh 
act of saving, a saving once made be- 
comes a fund to maintain a correspond- 
ing number of labourers dn perpetuity, 
reproducing annually their own mainte- 
nance with a profit. 

It is the intervention of money which 
obscures, to an unpractised apprehen- 
sion, the true character of these pheno- 
mena. Almost all expenditure being 
carried on by means of money, the 
money comes to be looked upon as the 
main feature in the transaction ; and 
since that does not perish, but only 
changes hands, people overlook the 
destruction which takes place in the 
case of unproductive expenditure. The 
money being merely transferred, they 
think the wealth also has only been 
handed over from the spendthrift to 
other people. But this is simply con- 
founding money with wealth. The 
wealth which has been destroyed was 
not the money, but the wines, equipages, 


and furniture which the money pur- 
chased; and these having been de- 
stroyed without return, society collec- 
tively is poorer by the amount. It may 
be said, perhaps, that wines, equipages, 
and furniture, are not subsistence, tools, 
and materials, and could not in any 
case have been applied to the support 
of labour ; that they are adapted for no 
other than unproductive consumption, 
and that the detriment to the wealth 
of the community was when they were 
produced, not wdien they were con- 
sumed. I am willing to allow this, as 
far as is necessary for the argument, 
and the remark would be very perti- 
nent if these expensive luxuries were 
drawm from an existing stock, never to 
be replenished. But since, on the con- 
trary, they continue to be produced as 
long as there are consumers for them, 
and are produced in increased quantity 
to meet an increased demand ; the 
choice made by a consumer to expend 
five thousand a year in luxuries, keeps 
a corresponding number of labourers 
employed from year to year in pro- 
! ducing things which can be of no use 
to production ; their services being lost 
so far as regards the increase of thes 
national wealth, and the tools, nia tc- 
rials, and food which they annually 
consmne being so much subtracted 
from the general stock of the commu- 
nity applicable to productive purposes. 
In proportion as any class is improvi- 
dent or luxurious, the industry of the 
country takes the direction of producing 
luxiu’ies for their use ; while not only 
the emplo 3 anent for productive laboui’ers 
is diminished, but the subsistence and 
instruments which are the means of 
such employment do actually exist in 
smaller quantity. 

^ Saving, in short, enriches, and spend- 
ing impoverishes, the cominunity along 
with the individiial ; which is but say- 
ingrin other words, that society at largo 
is richer by what it expends in main- 
taining and aiding productive labour, 
but poorer by what it consumes in its 
enjoyments.^ 

* It is worth while to direct attention to 
several circumstances which to a certain ex- 
tent diminish the detriment caused to the 
general wealth by the prodigality of in* 
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I 6. To return to our fimdaiiieiital 
tlieorem. Everytliing wliicli is pro- 
duced is consumed ; botli wliat is saved 
and vjtiat is said to be spent ; and the 
foimer quite as rapidly as the latter. 
All the ordinary forms of language tend 
to disguise this. When people talk of 
the ancient wealth of a country, of 
riches inherited from ancestors, and 
similar expressions, the idea suggested 
is, that the riches so transmitted were 
produced long ago, at the time when 
they are said to have been first ac- 
quired, and that no portion of the 
capital of the country was produced 
this year, except as much as may have 
been this year added to the total 
amount. The fact is far otherwise. 
The greater part, in value, of the 
wealth now existing in England has 
been produced by human hands witliin 
the last twelve months. A very small 
proportion indeed of that large aggre- 
gate was in existence ten years ago ; 
—of the present productive capital of 
the country scarcely any part, except 
farm-houses and manufactories, and, a 

dividuals, or raise up a compensation, more 
or less ample, as a consequence of the detri- 
ment itself. One of these is that spend- 
thrifts do not usually succeed in consuming 
all they spend. Their habitual carelessness 
as to expenditure causes them to be cheated 
and robbed on all quarters, often by persons 
of frugal habits. Large accumulations are 
continually made by the agents, stewards, 
and even domestic servants, of improvident 
persons of fortune ; and they pay much 
higher prices for all purchases than people 
of careful habits, which accounts for their 
being popular as customers. They are, 
therefore, actually not able to get into their 
possession and destroy a quantity of wealth 
by any means equivalent to the fortune which 
they dissipate. Much of it is merely trans- 
ferred to others, by whom a part may be 
saved. Another thing to be observed is, 
that the prodigality of some may reduce 
others to a forced economy. Suppose a sud- 
den demand for some article of luxury, 
caused by the capidce of a prodigal, which 
not having been calculated on beforehand, 
there has been no increase of the usual 
supply. The price will rise ; and may rise 
beyond the means or the inclinations of some 
-of the habitual consumers, who may in con- 
sequence forego their accustomed indulgence, 
and save the amount. If they do not, but 
continue to spend as great a value as before 
on the commodity, the dealers in it obtain, 
for only the same quantity of the article, a 
retuim increased by the whole of what tlie 
spendthrift has paid ; and thus the amount 


few ships and machines; ancl even 
these would not in most cases have 
survived so long, if fresh labour had 
not been employed within that period 
in putting them into repair. The land 
subsists, and the land is almost the 
only thing that subsists. Everything 
which' is produced perishes, and most 
things very quickly. Must kinds of 
capital are not fitted by their nature to 
be long preserved. There are a few, 
and hut a few productions, capable of 
a very prolonged existence. West- 
minster Abbey has lasted many cen- 
turies, with occasional repairs ; some 
Grecian sculptures have existed above 
two thousand years; the Pyramids 
perhaps double or treble that time. 
But these were objects devoted to un- 
productive use. If we except bridges 
and aquednets (to which may in some 
countries be added, tanks and embank- 
ments), there are few instances of any 
edifice applied to industrial purposes 
wbicli has been of great duration; 
such buildings do not bold out against 
wear and tear, nor is it good economy 

which he loses is transferred bodily to them, 
and may be added to their capital : his in- 
creased personal consumption being made up 
by the privations of the other purchasers, 
who have obtained less than usual of their 
accustomed gratification for the same equiva- 
lent. On the other hand, a counter-process 
must be going on somewhere, since the 
prodigal must have diminished his purchases 
in some other quarter to balance the aug- 
mentation in this ; he has perhaps called in 
funds employed in sustaining productive la- 
bour, and the dealers in subsistence and in 
the instruments of production have had com- 
modities left on their hands, or have re- 
ceived, for the usual amount of commodities, 
a less than usual return. But such losses of 
income or capital, by industrious persons, 
except when of extraordinary amount, are 
generally made up by increased pitching and 
privation: so that the capital of tte com- 
munity may not be, on the whole, impaired, 
and the prodigal an ay have had his self- 
indulgence at the expense not of the perma- 
nent resources, but of the teinporary plea- 
sures and comforts of others. For in every 
case the community are poorer by what any 
one spends, unless others are in consequence 
led to curtail their spending. There are yet 
other and more recondite ways in which the 
profusion of some may bring about its com- 
pensation in the extra savings of others; but 
these can only be coaisidered in that part 
of the Fourth Book, which treats of tlie 
limiting principle to the accumulation of 
capital. 
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to construct them of the solidity 
necessary for permanency. Capital 
is kept "in existence from age to age 
not by preservation, but by perpetual 
reproduction : every paid of it is used 
and destroyed, generally very soon after 
it is produced^ but those who consiune 
it are employed meanwhile in produc- 
ing more. The growth of capital is 
similar to the growth of population. 
Every individual who is born, dies, but 
in each year the number born exceeds 
the number who die: the population, 
therefore, always increases, though not 
one person of those composing it was 
alive until a very recent date. 

§ 7. This perjpetual consumption 
and reproduction of capital affords the 
•explanation of what has so often excited 
wonder, the great rapidity with which 
countries recover from a state of devas- 
tation; the disappearance, in a short 
time, of all traces of the mischiefs done 
hy earthquakes, floods, hurricanes, and 
the ravages of war. An enemy lays 
waste a country hy fire and SAVorcl, and 
destroys or carries away nearly all the 
moveable Avealth existing in it : all the 
inhabitants are ruined, and yet in a 
few years after, everything is much as 
it was before. This vis medicatnx 
naturm has been a subject of sterile 
astonishment, or has been cited to ex- 
emplify the wonderful strength of the 
principle of saving, wdiich can repair 
such enormous losses in so brief an in- 
terval There is nothing at all won- 
derful in the mattei'. What the enemy 
have destroyed, would have been de- 
stroyed ill a little time hy the inhahit- 
auts themselves : the wealth which 
they so rapidly reproduce, would have 
needed to be reproduced and would 
liaA-e been reproduced in any case, and 
Xirobably in as short a time. Nothing 
is changed, except that during the re- 
production they have not now the ad- 
vantage of consuming what had been 
produced previously. The possibility 
of a rapid repair of their disasters, 
mainly depends on Ayhether the country 
has been depopulated. If its effective 
population have not been extirpated at 
the time, and are not starved after- 
wards ; then, with the same skill and 


knowledge which they had before, with 
their land and its permanent improve- 
ments undestroyed, and the more dur- 
able buildings probably unimpaired, or 
only partially injured, they have nearly 
all the requisites for their fonner 
amount of production. If there is as 
much of food left to them, or of valu- 
ables to buy food, as enables them hy 
any amount of privation to remain 
alive and in working condition, they 
will in a short time have raised as 
great a produce, and acquired collec- 
tively as gi’eat wealth and as great a 
capital, as before ; by the mere conti- 
nuance of that ordinaiy amount of ex- 
ertion which' they are accustomed to 
employ in their occupations. Nor does 
this evince an;^ strength in the princi- 
ple of saving, in the popular sense of 
the term, since Avhat takes place is not 
intentional abstinence, hut involuntary 
privation. 

Yet so fatal is the habit of thinking 
through the medium of only one set of 
technical phrases, and so little reason 
have studious men to value themselves 
on being exempt from the very same 
mental infirmities which beset the vul- 
gar, that this simple explanation was 
never given (so far as I am aware) by 
any political economist before Dr. 
Cbalmei's ; a writer many of whose 
opinions I think erroneous, but wrho has 
ahvays the merit of studying jfiienoineim 
at first hand, and expressing them in a 
language of his own, which often un- 
covers aspects of the truth that the re- 
ceived phraseologies only tend to hide. 

§ 8. The same author carries out 
this train of thought to some important 
conclusions on another closely connected 
subject, that of government loans foi 
war pui'poses or other unproductive ex- 
pencuture. These loans, being drawn 
irom capital (in lieu of taxes, which 
would generally have been paid from 
income, and made up in part or alto- 
gether hy increased economy) must, 
according to the principles Are have 
laid down, tend to impoA^erish the 
country : yet the years in Avhicli ex- 
penditure of this sort has been on the 
greatest scale, have often been years of 
great apparent prosperity ; the AA^ealtli 
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and resonrces of tlie country, instead of 
diminisliing, have given every sign of 
rapid increase during the process, and 
of greatly expanded dimensions aft^r 
its close. This was confessedly the 
case vith Great Britain during the last 
long Continental war ; and it would 
take some space to enumerate all the 
unfounded theories in political economy, 
to which that fact gave rise, and to 
wliich it secured temporary credence ; 
almost all tending to exalt unproduc- 
tive expenditure, at the expense of pro- 
ductive. Without entering into all the 
causes which operated, and which 
commonly do operate, to prevent these 
extraordinary drafts on the productive 
resources of a country from being so 
much felt as it might seem reasonable 
to expect, we will suppose the most 
unfavourable case possible: that the 
whole amount borrowed and destroyed 
by the government, was abstracted by 
the lender from a productive employ- 
ment in which it had actually been in- 
vested. The capital, therefore, of the 
country, is this year diminished by so 
much. But unless the amount ab- 
stracted is something enormous, there 
is no reason in the nature of the case 
why next year the national capital 
should not be as great as ever. The 
loan cannot have been taken from that 
portion of the capital of the country 
which consists of tools, machinery, and 
buildings. It must have been wholly 
dravTi from the portion employed in 
paying labourers : and the labourers 
will suifer accordingly. But if none of 
them are starved ; if their wages can 
hear such an amount of reduction, or 
if cliarity interposes between them and 
absolute destitution, there is no reason . 
that their labour should produce less 
in the next year than in the year 
before. If they produce as much as 
usual, having been paid less by so 
many millions sterling, these millions 
are gained by their employers. The 
breach made in the capital of the 
country is thus instantly repaired, hut 
repaired by the privations and often 
the real misery of the labouring class. 
Here is ample reason why such periods, 
even in the most unfavonrahle circum- 
stances, may easily be times of great 


gain to those whose prosperity usually 
passes, in the estimation of society, for 
national prosperity.* 

This leads, to the vexed question to 
which I)r. Chalmers has very particu- 
larly adverted ; whether the funds re- 
quired by a government for extraor- 
dinary unproductive expenditure, are 
best raised by loans, the interest only 
being provided by taxes, or whether 
taxes should be at once laid on to the 
whole amount ; which is called in the 
financial vocabulary, raising the whole 
of the supplies within the year. Dr. 
Chalmers is strongly for the latter 
method. He says, the common notion 
is that in calling for the whole amount 
in one year, you require what is either 
impossible, or very inconvenient ; that 
the people cannot, without great hard- 
ship, pay the whole at once out of their 

* On the other hand, it must be remem- 
bered that war abstracts from prodtictive 
employment not only capital, but likewise 
labourers, that the funds withdrawn from 
the remuneration of productive labourers 
ai*e partly employed in paying the same or 
other individuals for unpi’oductive labour ; 
and that by this portion of its effects, war 
expenditure acts in precisely the opposite 
manner to that which Dr. Chalmers points 
out, and, so far as it goes, directly counter- 
acts the effects described in the text. So fiar 
as labourers are taken from production to 
man the army and navy, the labouring 
classes are not damaged, the capitalists are 
benefited, and the general produce of 
the country fs diminished by war e-vpendi- 
ture. Accordingly, Dr. Chalmers’s doctrine, 
though true of this country, is wholly inap- 
plicable to countries differently eifeum- 
stanced ; to France, for example, during the 
Napoleon wars. At that period the draught 
on the labouring population of Francs, for a 
long series of years, was enormous, while 
the funds which supported the war were 
mostly supplied by contidbutions levied on 
the countries overrun by the French arras, 
a very small proportion alone consisting of 
French capital. In France, accordingly, the 
j. wages of laboui' did not fall, but rose ; the 
employers of labour were not benefited, but 
injured ; while the wealth of the country was 
impaired by the suspension or total loss of so 
vast an amount of its productive labour. In 
England all this was reversed. England 
employed comparatively few additional 
soldiers and sailors of her own, while she 
diverted hundreds of millions of capital from 
productive employment, to supply munitions 
of war and suppoi't armies for her Conti- 
nental allies. Consequently, as shown in the 
text, her labourers suffered, her capitalists 
pi'ospered, and her permanent productive 
resoux-ces did not fall off. 
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yearly income ; and that it is much 
better to require of them a small pay- 
ment every year in the shape of interest, 
than so great a saerifice once for all. 
To which his answer is, that the sacri- 
fice is made equally in either case. 
Whatever is spent, cannot hut be 
drawn from yearly income. The whole 
and every part of the wealth produced 
in the counti^y, forms, or helps to form, 
the yearly income of somebody. The 
privation which it is supposed must 
result from taking the amount in the 
shape of taxes, is not avoided by taking 
it in a loan. The suffering is not 
averted, but only throvm upon the 
labouring classes, thd least able, and 
who least ought, to bear it : while all 
the inconveniences, physical, nmral, 
and political, produced by maintaining 
taxes for the perpetual payment of the 
interest, are incurred in pure loss. 
Whenever capital is vdthdrawn from 
production, or from the fund destined 
for production, to be lent to the State 
and expended unproductively, that 
whole sum is withheld from the 
labouring classes : the loan, therefore, 
is in truth paid off the same year ; the 
whole of the sacrifice necessary for 
paying; it off is actually made : only it 
IS paid to the wrong persons, and , 
therefore does not extinguish the claim; 
and paid by the very worst of taxes, a 
tax exclusively on the labouring class. 
And after having, in this most painful 
and unjust way, gone through the 
whole effort necessary for extinguishing 
the debt, the country remains charged 
with it, and with the payment of its 
interest in peipietuity. 

These views appear to me strictly 
inst, in so far as the value absorbed in 
loans would otberwise baye been em- 
ployed in productive industry within 
the country. Thl practical state of the 
case, however, seldom exactly corre- 
sponds with this supposition. The 
loans of the less wealthy countries are 
made chiefly with foreign capit al, which 
would not, perhaps, have been brought 
in to be invested on any less security 
than that of the government: while 
those of rich and prosperous countries 
are generally made, not with funds 
withdrawn from productive employ- 
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ment, hut with the new accumulations 
constantly making from income, and 
often with a part of them 'which, if not 
so taken, vmuld have migrated to colo- 
nies, or sought other investments 
abroad. In these cases (which will 
be more particularly examined here- 
after*), the sum wanted may be ob- 
tained by loan without detriment to the 
labourers, or derangement of the na- 
tional industry, and even perhaps witlx 
advantage to both, in comparison with ^ 
raising the amount by taxation ; since) 
taxes, especially ■when hea-e'^y^, are al- 
most always partly paid at the expense 
of what would otherwise have been 
saved and added to capital. Besides, 
in a country wliich makes so great 
yearly additions to its -wealtli that a 
part can be taken and expended nn- 
Xoroductively without diminishing capi- 
tal, or even preventing a considerable 
increase, it is e-^ddent that even if the 
whole of what is so taken would have 
become capital, and obtained employ- 
ment in the country, the effect on tlie 
labouring classes is far less prejndicial, 
and the case against the loan system 
much less strong, than in the case first 
supposed. This brief anticipation of a 
discussion which will find its proper 
place elsewhere, appeared necessary to 
prevent false inferences fi'om the pre- 
mises previously laid down. 

§ 9. We now pass to a fourth fun- 
damental theorem respecting Capital, 
which is, perhaps, oFtener overlooked 
or misconceived than even any of the 
foregoing. What supports and employs | 
productive labour, is the capital ex- • 
pended in setting it to work, and not 
the demand of purcluisers for the pro- 
duce of the labour when completed. 
Demand for commodities is not demand 
for labour. The demand for commodi- 
ties determines in wliat particulai 
branch of production the labour and 
capital shall he employed ; it deter- 
mines the direction of the labour; hut 
not the more or less of the labour itself, 
or of the maintenance or payment of 
the labour. These depend on the 
amount of the capital, or other riuiKls 

* Infra, book iv. chap.s. iv. v. 

■ E 
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directly dcToted to tlie snstenance and 
remuneration of labour. 

Suppose, for instance, tliat there is 
a demaiicl for relyet ; a fiincl ready to 
be laid out in buying velvet, but no 
capital to establish the niamifacture. 
It is of no consequence how great the 
demand may be; unless capital is at- 
tracted into the occupation, there will 
be no velvet made, and consequently 
none bought ; unless, indeed, the desire 
of the intending purchaser for it is so 
strong, that he employs part of the 
price he would have paid for it, in 
making advances to work-people, that 
they may employ themselves in making 
velvet ; that is, unless he converts- part 
of his income into capital, and invests 
that capital in the manufacture. Let 
us now reverse the h}q>othesis, and sup- 
pose that there is plenty of capital 
ready for making velvet, but no de- 
mand. Yelvefwili not be made; but 
there is no particular preference on the 
part of capital for making velvet. Ma- 
nufacturers and their labourers do not 
produce for the pleasure of their cus- 
tomers, but for the supply of their own 
wants, and having still the capital and 
the labour which are the essentials of 
production, they can either produce 
something else which is in demand, or 
if there be no other demand, they 
themselves have one, and can produce 
the things which they want for their 
own consumption. So that the employ- 
ment afforded to labour does not depend 
on the purchasers, hut on the capital. 
I am, of course, not taking into con- 
sideration the effects of a sudden 
change. If the demand ceases unex- 
pectedly, after tlie commodity to supply 
it is already produced, this introduces 
a different element into the question : 
the capital has actually been consumed 
in producing something which nobody 
wants or uses, and it has therefore 
perished, and the employment which 
it gave to labour is at an end, not be- 
cause there is no longer a demand, but 
because there is no longer a capital. 
This case therefore does not test the 
principle. The proper test is, to sup- 
pose ^at the change is factual and 
foreseen, and is attended with no w^aste 
of capital, the manufacture being dis- 


continned by merely not replacing the- 
machinery as it wears out, and not re- 
investing the money as it comes in from 
the sale of the produce. The capital 
is thus ready for a ne-w employment, in 
which it will maintain as much labour 
as before. The manufacturer and his 
work-people lose the benefit of the skill 
and knowledge which they had ac- 
quired in the particular business, and 
which can only he partially of use tO' 
them in any other; and that is the 
amount of loss to the community by tbe 
change. But the labourers can still 
work, and the capital which previonsly 
employed them will, either in the same 
hands, or by being lent to others^ 
employ either those labourers or an. 
equivalent number in some other occu- 
pation. 

This theorem, that to purchase pro- 
duce is not to employ labour ; that the 
demand for labour is constituted by the 
wages which precede the production^ 
and not by ■ the demand which may 
exist for the commodities resulting from 
the production ; is a proposition which 
greatly needs all tbe illustration it can 
receive. It is, to common apprehen- 
sion, a paradox ; and even among poli- 
tical economists of reputation, I can* 
hardly point to any, except' Mr. Eicardo 
and M. Say, who have kept it con- 
stantly and steadily in view. Almost 
all others occasionally express them- 
selves as if a person who buys com- 
modities, the produce of labour, was an 
employer of labour, and created a de- 
mand for it as really, and in the same 
sense, as if he bonglit the labour itself 
directly, by the payment of W'^ages. It 
is no w’'onder that political economy 
advances slowdy, when such a (|^uestion 
as tins still remains open at its very 
threshold. I apprehend, that if by de- 
mand for labour be meant tbe demand 
by which w’'a,ges ai*e raised, or the num- 
ber of labourers in emplopnent in- 
creased, demand for commodities does 
not constitute demand for labour. I 
conceive that a person who buys com- 
modities and consumes tliem himself, 
does no good to the labouring classes ; 
and that it is only by wbat lie abstains 
from consuming, and expends iu direct 
payments to labourers in exchange for 
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)Lal)Oiii‘, tliat lie 'benefits tlie labouring 
classes, or adds any tiling to tlie amount 
of tlieir employment. 

For tile better illustration of tlie 
principle, let us put tlie following case. 
A consumer may expend Ins income 
either in buying services or commodi- 
ties. He may employ part of it in 
hiring journeymen hrichlayers to budd 
a house, or excavators to dig artificial 
lakes, or labourers to make plantations 
and lay out pleasure-grounds ; or, in- 
stead of this, he may expend the same 
•value in buying velvet and lace. The 
question is, whether the difference be- 
tween these two modes of expending 
his income affects the interest of the 
lahouring classes. It is plain that in 
the first of the t'vo cases he employs 
labourers, who will he out of employ- 
ment, or at least out of that employ- 
ment, in the opposite case. But those 
from whom I differ say that this is of 
no consequence, because in buying 
velvet and ■ lace he equally employs 
labourers, namely, those who make the 
velvet and lace. I contend, hoiyever, 
that in this last case he does not em- 
ploy labourers ; hut merely decides in 
what kind of work some other person 
shall employ them. The consumer 
does not with his own funds pay to the { 
weavers and lacemakers their day’s j 
wages. He buys tbe finished com- 
modity, which has been produced by 
labour and capital, the labour not being 
paid nor the capital furnished by him, 
hut by the manufacturer. Suppose 
that he had been in the habit of ex- 
pending this portion of his income in 
hiring journeymen bricklayers, who 
laid out the amount of their wages in 
food and clothing, which were also pro- 
duced by labour and capital. He, 
however, determines to prefer velvet, 
for which he thus creates an extra de- 
mand. This demand cannot be satis- 
fied without an extra supply, nor can 
the supply be produced without an ex- 
tra capital : where, then, is the capital 
to come from? There is nothing in the 
consumer’s change of purpose which 
makes the capital of the country 
gi'eater than it otherwise was. It ap- 
pears, then, that the increased demand 
for velvet could not for the present be 


supplied, were it not that the very cir- 
cumstance which gave rise to it has set 
at liberty a capital of the exact amount 
required. The very sum which llso 
consumer now employs in buying vel- 
vet, formerly passed into the hands of 
journeymen bricklayers, who expended 
it in food and necessaries, wdiich they 
now either go without, or squeeze by 
their competition, from the shares of 
other labourers. The labour and ca- 
pital, therefore, wliich formerly pro- , 
dueed necessaries for the use of these 
bricklayers, are deprived of their mar- 
ket, and must look out for other em- 
ployment ; and they find it in making 
velvet for the new demand. I do not 
mean that the very same labour and 
capital which produced the necessaries 
turn themselves to producing the vel- 
vet ; but, in some one or other of a 
hundred modes, they take the place of 
that which does. There was capital 
in existence to do one of two things — 
to make the velvet, or to produce ne- 
cessaries for the journeymen brick- 
layers ; hut not to do both. It was at 
the option of the consumer which of 
the two should happen ; and if he 
chooses the velvet, they go without 
the necessanes. 

For further illustration, let us sup- 
pose the same case reversed. The 
consumer has been accustomed to buy 
velvet, but resolves to discontinue that 
expense, and to eiiii^loy the same 
annual sum in hiring bricklayers. If 
the common opinion he correct, tliis 
change in the mode of his expenditure 
gives no additional employment to 
labour, but only transfers employment 
from velvet-makers to bricklayers. On 
closer inspection, however, it will be 
seen that there is an increase of the 
total sum applied to the remuneration 
of labour. The velvet manufacturer, 
supposing him aware of the diminislied 
demand lor liis commodity, diminishes 
the production, and sets at liberty a 
corresponding portion of the capital 
employed in the manufacture. This 
capital, thus withdrawn from the 
maintenance of velvet-makers, is not 
the same fund with that Vvdiich the cus 
tomer employs in main taming brick- 
layers ; it is a second fund. There are 
H2 ■ 
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therefore two funds to be employed in aiising from tlie mere suddenness of a 
the maintenance and remuneration of change wdth the effects of the change 
labour, where before there was only itself. If when the buyer ceased to piir- 
one. There is not a transfer of eni- chase, the capital employed in making 
ployment from velvet-makers to brick- velvet for his use necessarily perished, 
layers; there Js a new employment then his expending the same amount 
created for bricklayers, and a transfer in hiring bricklayers would be no crea- 
of employment from velvet-makers to tion, hut merely a transfer, of emplo}^- 
some other labourers, most probably ment. The increased employment 
those who produce the food and other which I contend is given to labour, 
tilings which the bricklayers consume. w’-ould not be given unless the capital 
^ In answer to this it is said, that of the velvet-maker be liberated, 
tbough money laid out in buying velvet and would not be given until it was 
is not capital, it replaces a capital; liberated. But everyone knows that 
that though it does not create a new the cajiital invested m an employment 
demand tor labour, it is the necessary can he withdravm from it, if sufficient 
means of enabling the existing demand time he allowed. If the velvet-maker 
to he kept up. The funds (it may be had previous notice, by not receiving 
said) of the manufacturer, while locked the usual order, he will have produced 
lip in velvet, cannot he directly applied 1000^. less velvet, and an equivalent 
to the maintenance of labour ; they do portion of liis capital will have been 
not begin to constitute a demand for already set free. If he had no previous 
labour until the velvet is sold, and the notice, and the article consequently re- 
capital which made it replaced from mains on his hands, the increase of his 
the outlay of the purchaser; and thus, stock mil induce him next year to sus- 
it may he said, the velvet-maker and pend or diminish his production until 
the velvet-buyer have not two capitals, the surplus is carried off. A?hen this 
hut only one capital between them, process is complete, the manufacturer 
which by the act of purchase the buyer will find himself as rich as before, with 
transfers to the manufacturer ; and if undiminished power of employing la- 
instead of ^ buying velvet he buys hour in general, though a portion of his 
labour, he simply transfers this capital capital will now be employed in main- 
else where, extinguishing as much de- taining some other kind of it. Until 
mand for labour in one quarter as he this adjustment has taken place, the 
creates in another. demand for labour will be merely 

The premises of this argument are changed, not increased : but as soon as 
not denied. To set free a capital it has taken place, the demand for 
which would otherwise he locked up in labour is increased. W'here there was 
a form useless for the support of labour, formerly only one capital employed in 
is, no doubt, the same thing to the in- maintaining weavers to make lOOOl 
terests of labourers as the creation of a worth of velvet, there is now that same 
new capital. It is perfectly true that capital employed in making something 
if I expend lOOOJ. in buying velvet, I else, and lOOOZ. distribxited among 
enable the manufacturer to employ bricklayers besides. There are now 
lOOOZ. in the maintenance of labour, two capitals employed in remxmerating 
%vhicli could not have been so employed two sets of labourers ; while before, 
while the velvet remained unsold : and one of those capitals, that of the cus- 
if it would have remained unsoldfor tomer, only served as a wheel in the 
ever unless I bought it, then by chang- machinery by which the other capital, 
ing my purpose and hiring hiicklayers that of the manufacturer, carried on its 
instead, I Undoubtedly create no new employment of labour from j^ear to year, 
demand for labour ; for while I employ The proposition for wliich I am con- 
lOOOZ. in hiring labour on the one hand, tending is in reality equivalent to the 
I annihilate for ever 1000/, of the following, which to some minds will 
velvet-maker’s capital on the other, appear a truism, though to others it is 
But this is confounding the effects a paradox : that a person does good to 
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labourers, not by wbat be consumes on 
liimself, but solely by wbat be does not 
so consume. If instead of laying^ out 
lOOZ. in wine or silk, I expend it in 
wages, tbe demand for commodities is 
precisely equal in botb cases : in tbe^ 
one, it is a demand for lOOZ. worth of 
wine or silk, in the other, for the same 
value of bread, beer, labourers’ clothing, 
duel, and indulgences; but the la- 
bourers of the community have in the 
latter case the value of lOOZ. more of 
the produce of the community dis- 
tributed among them. I have con- 
sumed that much less, and made over 
my consuming power to them. If it 
were not so, my having consumed less 
would not leave more to be consumed 
by others ; which is a manifest contra- 
diction. When less is not produced, 
what one person forbears to consume is 
necessarily added to the share of those 
to -vvliom he transfers his power of pur- 
chase. In the case supposed I do not 
necessarily consume less ultimately, 
since the labourers whom I pay may 
build a house for me, or make some- 
thing else for my future consumption. 
But I have at all events postponed my 
consumption, and have turned over 
part of my share of the present produce 
of the community to the labourers. If 
after an interval I am indemnified, it 
is not from the existing produce, hut 
from a subsequent addition made to it. 
I have therefore left more of the exist- 
ing produce to he consumed by others ; 
and have put ’ into the possession of 
labourers the power to consume it. 

There cannot be a 'bQiiQT reductio ad 
aUurdum of the opposite doctrine than 
that afibrded by the Poor Law. If it 
be equally for the benefit of the labour- 
ing classes whether I consume my 
means in the form of things purchased : 
for my own use, or set aside a portion 
in the shape of wages or alms for their 
direct consimiption, on what gTound 
can the policy he justified of taking my 
money from me to support paupers? 
since my unproductive expenditure 
would ^have equally benefited them, 
while I should have enjoyed it too. If 
society can both eat its cako and have 
it, why^ should it not be allowed the 
double indulgence ? But common sense 


tells every one in his own case (though 
he does not see it on the larger scale) 
that the poor-rate which he pays is 
really subtracted fi'om his own con- 
sumption ; and that no shifting of pay- 
ment backwards and forwards will 
enable two persons to eat the same 
food. If he had not been required to 
pay the rate, and had consequently 
laid out the amount on himself, the 
poor would have had as much less for 
their share of the total produce of the » 
country, as he himself would have con- 
sumed more.* ’ 

* The following case, which presents the 
argument in a somewhat different shape, 
may serve for still further illustration. 

Suppose that a I’icb individual. A, expends 
a certain amount daily in wages or alms, 
which, as soon as received, is expended and 
consumed, in the form of coarse food, by the 
receivers. A dies, leaving his property to B, 
who discontinues this item of expenditure, 
and e.xpends in lieu of it the same sum each 
day in delicacies for his own table. I have 
chosen this supposition, in order that the 
two cases may be similar in all their cir- 
cumstanco», e.xcept that which is the subject 
of compari.son. In order not to obscure the 
essential facts of the case by c.xhibitingtheni 
through the hazy medium of a money trans- 
action, let us further suppose that A, ami 
B after him, are landlords of the estate on 
which both the food conssumed by the re- 
cipients of A’s disbursements, and the arti- 
cles of luxury supplied for B’s table, are 
produced; and that their rent is paid to 
them in kind, they giving previous notice 
what description of produce they shall re- 
quire. The question is, whether B’s e.v'pen- 
diture gives as much employment or as much 
food to his poorer neighbours as A’s gave. 

From the case as stated, it seems to ft>llow 
that wliile A lived, that portion of his income 
■which he expended in wages or alms, would 
be drawn by him from the farm in the shape 
of food for labourers, and would be used as 
.sucii ; while B, who came after him, would 
requii’e, instead of thi.s, an equivalent value 
in expensive articles of food, to he consumed 
in his own household: that the farmer, 
therefore, would, under B’s regime, produce 
that much less of ordinary tbod, and more of 
expensive delicacies, for each day of the 
year, than was produced in A’s time, and 
that there would be that amount less of 
f t>od shared, throughout the year, among the 
labouring and poorer classes. This is what 
would be conformable to the principles laid 
down in the texti Those who tliink difl'er- 
ently, must, on the other hand, suppose that 
the luxuries required by B w'ould be pro- 
duced, not instead of, but in addition to, the 
food previously supplied to A’s labourers, and 
that the aggregate produce of the country 
would be increased in amount. But when it 
is asked, how this double production would 
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It appears, tfien, that a demand de- in tlie velvet manufacture, and not ia- 
layed until tlie work is completed, and tending to quit it, this is of the utmost 
furnishing no advances, hut only re- importance. To them, a tailing off in 
imhursing advances made by others, the demand is a real loss, and one 
contributes nothing to the demand for which, even if none of their goods 
labour ; and that what is so expended, finally perish unsold, may mount to 
IS, in all its effects, so far as regards any height, up to that which would 
the employment of the labonring class, make them choose, as the smaller evil, 
a mere nullity ; it does not and cannot to retire from the business. On the 
create any employment except at the contrary, an increased demand enables 
expense of other employment which them to extend their transactions — to 
existed before. make a profit on a larger capital, if 

But though a demand for velvet does they have it, or can borrow it ; and, 
nothing more in regard to the employ- turning over their capital more rapidly, 
ment for labour and capital, than to they will employ their labourers more 
■determine so much of the employment constantly, or employ a greater num- 
whicli already existed, into that par- her than before. So that an increased 
ticular channel instead of any other ; demand for a commodity does really, 
still, to the producers already engaged in the particular department, often 

be effected— how the fanner, whose capital sonally concerned, in A*s manner nor in his 
and labour were already fully employed, own,really saves that portion of his income, 
would be enabled to supply the new wants of and lends it to the farmer. And if, in sub- 
B, without producing less of other things; sequent years, confining himself within the 
the only mode which presents itself is, that year’s income, he leaves the fai'mer in arrears 
he should first produce the food, and then, to that amount, it becomes aii additional 
giving that food to the labourers whom A capital, . with which the farmer may per- 
formeidy fed, should 'by means of their manently employ and feed A’s labourers, 
labour, produce the luxuries wanted by B. Nobody pretends that such a change as this. 
This, accordingly, when the objectors are a change from spending an income in wages 
hard pressed, appears to be really their of labour, to saving it for investment, de- 
meaning. But it is an obvious answer, that prives any labourers of employment. What 
on this supposition, B must wait for his is affirmed to have that effect is, the change 
luxuries till the second year, and they are from hiring labourers to buying commodities 
wanted this year. By the original hypo- for personal use; as represented by our 
thesis, he consumes his luxurious dinner day original hypothesis. 

by day, with the rations of bread In our illustration we have supposed no 

and potatoes formerly served out by A to his buying and selling, or use of money. But 
labourers. There is not time to feed the the case as we have put it, corresimnds with 
labourers first, and supply B afterwards: actual fact in everything except the details 
he and they cannot both have their wants of the mechanism. The whole of any 
ministered to : he can only satisfy his own country is virtually a single farm and manu- 
demand for commodities, by leaving as much factory, from which every member of the 
of theirs, as was formerly suppliedfrom that community draws his appointed share of the 
fund, unsatisfied. produce, having a certain number of coun- 

it may, indeed, be rejoined by an objector, ters, called pounds sterling, put into his 
that, since on the present showing, time is hands, which, at his convenience, he brings 
the only thing wanting to render the expen- back and exchanges for such goods as he pre- 
diture of B consistent with as large an em- fers, up to the limit of the amount. He does 
ployment to labour as was given by A, why not, as in our imaginary case, give notice 
may we not suppose that B postpones his in- beforehand what things he shall require ; 
creased consumption of personal luxuries but thedealers and producers are quite capa- 
until they can be furnished to him by the ble of finding it out by observation, and any 
labour of the persons whom A employed? In change in the demand is promptly followed 
that case, it may be said, he would employ by an adaptation of the supply to it. If a * 
and feed as much labour as his predecessors, consumer changes from paying away a part 
Undoubtedly he would ; hut why ? Because of his income in wages, to spending it that 
his income would be expended in exactly same day (not some subsequent and distant 
the same manner as his predecessor’s; it day) in things for his own consumption, and 
would be expended in wages. A reserved perseveres in this altered practice until pro- 
from his personal consumption a fund which duction has had time to adapt itself to the 
he paid away directly to labourers; B does alteration of demand, there will from that 
the same, only instead of paying it to them time be less food and other articles for the 
himself, he leaves it in the hands of the use of labourers, produced in the country, by 
farmer, who pays it to them for him. On exactly the value of the extra luxuries now 
this supposition, B, itt the first year, neither demanded; and the labourers, as a class# 
expending the amount, as fax as he is per- will be worse off by the precise amount. 
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cause a greater employment to ^ be 
,gmn to labour by the same capital. 
The mistake lies ill not perceiving that 
In the cases supposed, this advantage 
is given to dabour and . capital in one 
department, only by being withdrawn 
from another ; and that when the 
change has produced its natural effect 
of attracting into the employment ad- 
ditional capital proportional to the in- 
creased demand, the advantage itself 
ceases. 

The grounds of a proposition, when 
well understood, usually gm a tolera- 
ble indication of the limitations of it. 
The general principle, now stated, is, 
that demand for commodities deter- 
mines merely the direction of labour, 
and the kind of wealth produced, hut 
not the quantity or efficiency of the 
labour, or the aggregate of wealth. 
But to this there are two exceptions. 
Eirst; when labour is supported, but 
not fully occupied, a neiv demand for 
^something which it can produce, maj^ 
stimulate the labour thus supported to 
increased exertions, of which the re- 
sult may he an increase of wealth, to 
the advantage of the labourers them- 
selves and of others. Work which can 
be done in the spare hours of persons 
subsisted from some other source, can 
(as before remarked) be undertaken 
without vdthdrawing capital from other 
occupations, beyond the amount (often 
very small) required to cover the ex- 
pense of tools and materials ; and even 
this will often be provided by savings 
made expressly for the purpose.' The 
reason of our theorem thus tailing, the 
theorem itself fails, and employment 
of this kind may, by the springmg up 
of a demand tor the commodity, be 
called into existence without depriving 
labour of an equivalent amount of em- 
ployment in any other quarter. The 
demand does not, even in this case, 
•operate on labour' any othenrise than 
through the medium of an existing 
capital ; but it affords an inducement 
which causes that capital to set in 
motion a greater amount of labour than 
it did before. 

The second exception, of which I 
shall speak at length in a subsequent 
•chapter, consists in the known effect | 


of an extension of the znarket for a com- 
modity, in rendering possible an in- 
creased development of the division of 
labour, and hence a more efieotive dis- 
tribution of tbe productive forces of so- 
ciety. This, like the former, is more 
an exception in appearance, than it is 
in reality. It is not the money paid by 
the purchaser 'which remunerates the 
labour ; it is the capital of the pro- 
ducer : the demand only determines in 
what manner that capit al shall be em- 
ployed, and wdiat kind of labour it shaP 
remunerate ; but if it determines that 
tbe commodity sball be produced on a 
large scale, it enables the same capital 
to produce more of the commodity, and 
may, by an indirect effect in causing 
an increase of capital, produce an e ven- 
tual increase of the remuneration of the 
labourer. 

The demand for commodities is a 
consideration of importance rather in 
the theory of exchange, than in that 
of production. Looking at things in 
the aggregate, and permanently, the 
remmieration of the producer is derived 
from the productive power of liis own 
capital. The sale of the produce for 
money, and the subsequent expenditure 
of the money in buying other commo- 
dities, are a mere exchange of equiva- 
lent values, for mutual accommodation. 
It is true that, the division of employ- 
ments being one of the principal means 
of increasing the productive power of 
labour, the power of exchanging gives 
rise to a great increase of the produce ; 
but even then it is production, not ex- 
change, wdiich remunerates labour and 
capital. We cannot too strictly repre- 
sent to ourselves the operation of ex- 
change, whether conducted by barter 
or through the medium of nioney, as 
the more mechanism by which each 
person transforms the remuneration of 
liis labour or of his capital into the par- 
ticular shape in which it is most conve- 
nient to him to possess it; hut in no wise 
the source of the remuneration itself. 

§ 10. The preceding principles de- 
monstrate the fallacy of many popular 
arguments and doctrines, 'which are 
continually reproducing tlieraselves in 
new forms. For example, it has been 
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contended, and By some from whom 
"better things might have "been ex- 
pected, that the argument for the in- 
come-tax, grounded on its falling on 
the higher and middle classes only, 
and sparing the poor, is an error ; some 
have gone so far as to say, an impos- 
ture ; because in taldng from the rich 
what tliey would have expended 
among the poor, the tax injures the 
poor as much as if it had been directly 
levied from them. Of this doctrine 
we now know what to think. So far, 
indeed, as what is taken from the rich 
in taxes, would, if not so taken, have 
been saved and converted into capital, 
»>r even expended in the maintenance 
and wages of servants or of any class 
of unproductive labourers, to that ex- 
tent the demand for labour is no doubt 
diminished, and the poor injuriously 
afiected, by the tax on the rich ; and 
as these elfects. are almost always pro- 
duced in a greater or less degree, it is 
impossible so to tax the rich as that 
no portion whatever of the tax can fall 
on the poor# But even here the ques- 
tion arises, whether the government, 
after receiving the amount, will not 
lay out as great a portion of it in the 
direct purchase of labour, as the tax- 
payers would have done, dn regard to 
all that portion of the fax, which, if 
not paid to the government, w'oiild 
have been consumed in the form of 
commodities (or even expended in ser- 
vices if the payment has been advanced 
by a capitalist), this, according to the 
principles we have investigated, falls 
definitively on the rich, and not at all 
on the poor. There is exactly the same 
demand for labour, so far as this por- 
tion is concerned, after the tax, as 
before it. The capital which hitherto 
employed the labourers of the country, 
I’emains, and is still capable of employ- 
ing the same number. There is the 
same amount of produce paid in wages, 
or allotted to defray the feeding and 
clothing of labourers. 

If those against whom I am now- 
contending were in the right, it would 
be impossible to tax anybody except 
the poor. If it is taxing the labourers, 
to tax what is laid outlin the produce 
of labour, the labouring classes pay all 


the taxes. The same argument, ho w- 
ever, equally proves, that it is impos- 
sible to tax the labourers at all ; since 
the tax, being laid out either in labour 
or in commodities, comes all back to 
them ; so that taxation has the 
singular property of falling on nobody. 
On the same showing, it -^vould do the 
labourers no harm to take from them 
all they have, and distribute it among 
the other members of the community. 
It would all be “spent among them,” 
which on this theory comes to the 
same thing. The error is produced by 
not looking directly at the realities of 
the phenomena, but attending only to 
the outward mcchanisra of paying and 
spending. If we look at the effects 
Xn’oduced not on the mone}^, -wdiich 
merely changes hands, but on the com- 
modities which are , used and con- 
sumed, we see that, in consequence of 
the income-tax, the classes who pay it 
do really diminish their consumption. 
Exactly so far as they do this, they are 
the persons on whom the tax falls. It 
is defrayed out of -what they would 
otherwise have used and enjoyed. So 
far, on the other hand, as the burthen 
falls, not on wliat they would have 
consumed, hut on what tbey would 
have saved to maintain xmodiiotion, or 
spent in maintaining or paying unpro- 
ductive labourers, to that extent the 
tax foims a deduction from -vbat would 
have been used and enjoyed by the 
labouring classes. But if the govern- 
ment, as is probably the fact, expends 
fully as much of the amount as the 
tax-payers would have done in the 
direct employment of labour, as in 
hiring sailors, soldiers, and policemen, 
or in paying off debt, by wbich last 
operation it even increases capital; 
the labouring classes not only do not 
lose any employment by the tax, but 
may possibly gain some, and the whole 
of the tax falls exclusively where it 
was intended. 

All that portion of the produce of 
the country which any one, not a 
labourer, actually and literally con- 
sumes for his own use, does not contri- 
bute in the smallest degree to the 
maintenance of labour. No one is 
benefited by mere consumption, except 
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the person who consumes. And a per- 
son cannot hotli consume liis income 
himself, and make it over to be con- 
sumed by otliers. Taking away a cer- 
tain poition by taxatipn cannot depriye 
both liim and them of it, biit only him 


or them. To know which is the suf- 
ferer, we must understand wdiose con- 
sumption wall have to he retrenched m 
consequence : this, whoever it be, is 
the person on whom the tax really 
falls. 


CHAPTEB YI. 

ON CinCULATING- AND FIXED CAFITAD. 


§1. To complete our explanations 
on the subject of capital, it is necessary 
to say something of the two species 
into which it is usually divided. The 
distinction is very obvious, and though 
not named, has been olten adverted to, 
in the two preceding chapters : hut it is 
now proper to define it accurately, and 
to point out a few of its consequences. 

Of the capital engaged in the pro- 
duction of any commodity, there is a 
part which, after being once used, 
exists no longer as capital ; is no 
longer capable of rendering service to 
production, or at least not the same ser- 
vice, nor to the same sort of produc- 
tion. Such, for example, is the portion 
of capital which consists of materials. 
The tallow and alkali of -wliich soap is 
made, once used in the manufacture, 
are destroyed as alkali and tallow; and 
cannot be employed any further in the 
soap manufacture, though in their al- 
tered condition, as soap, they are 
capable of being used as a material or 
an instrument in other branches of 
manufacture. In the same division 
must he placed the portion of capital 
which is paid as the wages, or con- 
sumed as the subsistence, of lahonrers. 
That part of the capital of a cotton- 
spinner which he pays away to his 
workpeople, once so paid, exists n’o 
longer as his capital, or as a cotton- 
spinner’s capital: such portion of it 
as the -workmen consume, no longer 
exists as capital at all : even if they 
save any part, it may now he more 
properly regarded as a fresh capital, 
the result of a second act of accumula- 
tion. Capital which in this manner! 


fulfils the wdiole of its office in' the pro- 
duction in which it is engaged, by a 
single use, is called Circulating Capital. 
The term, which is not very appro- 
priate, is derived from the circum- 
stance, that this portion of capital re- 
quires to be constantly renewed by the 
sale of the finished product, and when 
renewed is perpetually parted within 
huj^fing mateiials and paying w’ages ; 
so tliac it does its work, not by being 
kept, but by changing hands. 

Another largo portion of capital, 
how-ever, consists in instruments of pro- 
duction, of a more or less permanent 
character : which produce their cfiect 
not by being parted with, but by being 
kept ; and the efficacy of which is iioc 
exhausted by a single use. To this 
class belong buildings, machinery, and 
all or most things known by the name 
of implements or tools. The durability 
of some of these is considerable, and 
their function as productive instruments 
is prolonged through many repetitions 
of the productive operation. In this 
class must likewdse be included capital 
sunk (as the expression is) in permanent 
improvements of land. So also the 
capital expended once for all, in the 
commencement of an undertaking, to 
prepare the way for subsequent opera- 
tions: the expense of opening a mine, 
for example : of cutting canals, of 
making roads or docks. Other ex- 
amples might he added, but these are 
sufficient. Capital which exists in any 
of these durable shapes, and the return 
to -which is spread over a period of 
con’esponding duration, is called Fixed 
Capital. 
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Of fixed capitals, some kinds require 
to be occasionally or periodically re- 
newed. Such are all implements and 
buildings : they require, at intervals, 
partial renewal by means of repairs, 
and are at last entirely worn but, and 
cannot be of any further service as 
buildings and implements, but fall back 
into the class of materials. In other 
cases, the capital does not, unless as a 
consequence of some unusual accident, 
require entire renewal: but there is 
always some outlay needed, either 
regularly or at least occasionally, to 
keep it up. A dock or a canal, once 
made, does not require, like a machine, 
to be made again, unless purposely 
•destroyed, or unless an earthquake or 
some similar catastrophe has filled it 
up : but regular and frequent ontlays 
are necessar}" to keep it in repair. 
iPhe cost of opening a mine needs not 
be incurred a second time; but unless 
some one goes to the expense of keeping 
the mine clear of ■water, it is soon ren- 
dered useless. The most permanent 
of all kinds of fixed capital is that em- 
ployed in giving increased productive- 
ness to a natural agent, such as land. 
The draining of marshy or inundated 
tracts like the Bedford Level, the 
reclaiming of land from the sea, or its 
protection by embankments, are im- 
rovenients calculated for perpetuity ; 
lit drains and dykes require frequent 
repair. The same character of perpe- 
tuity belongs to the improvement of 
land by subsoil draining, which adds 
so much to the productiveness of the 
clay soils ; or by permanent manures, 
that is, by tbe addition to the soil, uot 
of the substances -which enter into the 
composition of vegetables, and which 
are therefore consumed by vegetation, 
but of those which merely alter the 
relation of the soil to air and water ; 
as sand and lime on tlie heavy soils, 
•clay and marl on the light. Even such 
works, however, require some, though 
it may be verj little, occasional outlay 
to maintain tneir lull effect. 

These improvements, howeverj by 
the very fact of their deserving that 
title, produce an increase of return, 
which, after defraying all expenditure 
necessary for keeping them up, still 


leaves a surplus. This surplus forms 
the return to the capital sunk in the 
first instance, and that return does not, 
as in the case of machinery, terminate 
by the wearing out of the machine, but 
continues^for ever. The land thus in- 
creased in productiveness, hears a 
value in the market, proportional to 
the increase : and hence it is usual to 
consider the capital which was in- 
i vested, or sunk, in making the ‘improve- 
ment, as still existing in the increased 
value of the land. There must he no 
mistake, however. The capital, like 
1 all other capital, has been consumed. 
It was consumed in maintaining the 
labourers who executed the improve- 
ment, and in the wear and tear of the 
tools by which they were assisted. 
But it was consumed productively, and 
has left a permanent result in the im- 
proved productiveness of an appropri- 
ated natural agent, the land. We 
may call the increased produce the 
.joint result of the land and of a capital 
fixed in the land. But as the capital, 
having in reality been consumed, can-' 
not be withdrawn, its productiveness 
is thenceforth indissolubly blended 
with that arising from the original 
qualities of the soil; and the remune- 
ration for the use of it thenceforth de- 
pends, not upon the laws which govern 
the returns to labour and capital, but 
upon those which govern the recom- 
pense for natural agents. What these 
are, we shall see hereafter.'* 

§ 2. There is a great difference be- 
tween the effects of circulating and 
those of fixed capital, on the amount of 
the gross produce of the country. Cir- 
culating capital heing destroyed as 
such, or at any rate finally lost to the 
owner, by a single use ; and the pro- 
duct resulting from that one use being 
the only source from which the owner 
can replace the capital, or obtain any 
remuneration for its productive em- 
ployment; the product must of course 
be sufficient for those purposes, or in 
other words, the result of a single use 
must be a reynuduction equal to the 
whole amount of the circulating capi- 
tal used, and a profit besides. This, 

* Infra, book ii. chap. xvi. MbtiL 
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liowever, is "by no means necessary in 
tlie case of fixed capital. Since mar- 
cliinery, for example, is not wholly 
■consumed hy one use, it is not neces- 
saiy tliat it should be wholly replaced 
from the product of that use. The 
machine answers the purpose of its 
owner, if it brings in, during each in- 
terval of time, enough to cover^the ex- 
pense of repairs, and the deterioration 
in value which the machine has sus- 
tained during the same time, with a 
surplus sufficient to yield the ordi- 
nary profit on the entire yalue of the 
machine. 

From this it follows that all increase 
of fixed capital, when taking place at 
the expense of circulating, must be,^at 
least temporarily, prejudicial to the in- 
terests of the labourers. This is true, 
not of machinery alone, but of all im- 
provements by which capital is sunk ; 
that is, rendered permanently incapa- 
ble of being applied to the maintenance 
and remuneration of labour. Suppose 
that a person farms his own land, with 
a capital of two thousand quarters of 
corn, employed in maintaining la- 
bourers during one year (for simplicity 
we omit the consideration of seed and 
tools), whose labour produces him an- 
nually two thousand four hundred 
quarters, being a profit of twenty per 
cent. This profit we shall suppose 
that he annually consumes, carrying 
on his operations from year to year on 
the original capital of two thousand 
q^uarters. Let us now suppose that by 
the expenditure of half his capital he 
effects a permanent improvement of his 
land, wffiicli is executed hy half his 
labourers, and occupies them for a 
year, after which he will only require, 
for the effectual cultivation of his land, 
half as many labourers as before. The 
remainder of his capital he employs as 
Usual. In the first year there is no 
difference in the condition of the la- 
bourers, except that part of them have 
received the same pay for an operation 
on the land, which they previously 
obtained for ploughing, sowing, and 
reaping. "*At the end of the year, how- 
ever, the improver has not, as before, 
a capital of two thousand quarters . of 
corn. Only one thousand quarters of 


his capital have been reproduced in 
the usual way : he has now only 
those thousand quarters and his im- 
provements. He will employ, in the 
next and in each following year, only 
half the number of labourers, and will 
divide among them only half the 
former quantity of subsistence. The 
loss will soon he made up to them if 
the improved land, with the diminished 
quantity of labour, produces two 
thousand four hundred quarters as be- 
fore, because so enormous an accession 
of gain will probably induce^ the im- 
prover to save a part, add it to his 
capital, and hecoine a larger employer 
of labour. But it is conceivable that 
this may not he the case ; for (sup- 
posing, as we may do, that the im- 
provement will last indefinitely, with- 
out any outlay worth mentioning to 
keep it up) the improver will have 
gained largely hy his improvement if 
the land now yields, not two thousand 
four hundred, hut one thousand five 
hundred quarters ; since this will re- 
place the.one thousand quarters forming 
his present circulating capital, with a 
profit of twenty-five per cent (instead 
oftwenty as before) on the whole capital, 
fixed and circulating together. The 
improvement, therefore, may be a very 
profitable one to him, and yet very 
injurious to the labourers. 

The supposition, in the terms in 
which it has been stated, is purely 
ideal; or at most applicable only to 
such a case as that of the conversion of 
arable land into pasture, which, though 
formerly a frequent practice, is re- 
garded by modern agriculturists as the 
reverse of an improvement. The clear- 
ing away of the small farmers in the 
north of Scotland, within the present 
century, was however a case of it ; and 
Ireland, since the potato famine and 
the repeal of the corn-laws, is another. 
The remarkable decrease which has 
lately attracted notice in the gross 
produce of Irish agriculture, is, to ail 
appearance, partly attributable to the 
diversion of land from maintaining 
hmnan labourers to feeding cattle : and 
it could not have taken place without 
the removal of a large part of the Irish 
population hy emigration or death* 
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W 0 have thus two recent instances in 
which what was regarded as an agri- 
cnltnral improvement, has diminished 
the power of the comitiy to support its 
population. The effect, however, of 
all the improvements due to modern 
science is to increase, or at all events, 
not to diminish the gross produce. But 
this does not affect the substance of 
the argument. Suppose that the im- 
provement does not operate in the 
manner supposed— 'does not enable a 
part of the labour previously employed 
m the land to he dispensed' with — but 
only enables the same labour to raise I 
a greater produce. Suppose, too, that i 
the greater produce, which by means of 
the improvement can be raised from 
the soil with the same labour, is all 
wanted, and will find purchasers. The 
improver will in that case reguire the. 
same number of labourers as before, at 
the same wages. But where will he 
find the means of paying them? He 
has no longer his original capital of 
two tliousancl auarters disposable for 
the purpose. One thousand of them 
are lost and gone— consumed in making 
the improvement. If he is to employ 
as many labourers as before, and pay 
them as highly, he must borrow, or 
obtain from some other source, a thou- 
sand quarters to supply the deficit. 
But these thousand quarters already 
maintained, or were destined to main- 
tain, an equivalent quantity of labour. 
They are not a fresh creation : their 
destination is only changed from one 
productive employment to another; 
and though the agriculturist has made 
up the deficiency in his own circulating 
capital, the breach in the circulating 
capital of the community remains un- 
repaired. 

The argument relied on by most of 
those who contend that machinery can 
never ^he injurious to the labouring 
class, is, that by cheapening produc- 
tion it creates such an increased de- 
mand for the commodity, as enables, 
ere long, a greater number of persons 
than ever to find employment in pro- 
ducing it. This argument does . not 
seem to me to have the weight com- 
monly ascribed to it. The fact, though 
too broadly stated, is, no doulbt, often 


true. The copyists who were thrown, 
out of employment by the invention 
of printing, were doubtless soon out- 
numbered by the compositors and 
pressmen who took their place: and 
the number of labouring persons now 
occupied in the cotton maiiuiacture is 
many times greater than were so occu- 
pied previously to the inventions of 
Hargreaves and Arkwright,, which 
shows that besides the enormous fixed 
capital now embarked in the manufac- 
ture, it also employs a far larger circu- 
lating capital than at any former time. 
But. if this capital was drawn from 
other employments ; if the funds which 
took the place of the capital sunk in 
costly machinery, were supifiied not by 
any additional saving consequent on 
: the improvements, hut by drafts on the 
general capital of the community; 
what better are the labouring classes 
for the mere transfer ? In what manner 
is the loss they sustained by the con- 
version of circulating into fixed capital, 
made up to them by a mere shifting of 
part of the remainder of the circulating 
capital from its old employments to a 
new one ? 

All attempts to make out. that the 
labouring classes as a collective body 
cannot sufter temporarily by the intro- 
duction of machinery, or by the sinking 
of capital in permanent improyements, 
are, I conceive, necessarily fallacious. 
That they would suffer in the par- 
ticular department of industry to which 
the change applies, is generally ad- 
mitted, and obvious to common sense ; 
but it is often said, that though em- 
ployment is withdrawn from labour in 
one department, an exactly equivalent 
employment is opened for it in othei’s, 
because what the consumers save in 
the increased cheapness of one par- 
ticular article enables them to augment 
their consumption of others, thereby 
increasing the demand for other kinds 
of labour. This is plausible, hut, as 
was shown in the last chapter, involves 
a fallacy ; demand for commodities 
being a totally different thing from 
demand for labour. It is true, the con- 
sumers have now additional means of 
buying other things; but this will not 
create the other things, unless there 
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capital to produce them, aiid the im- 
provement has not set at liberty any 
capital, if even it has not absorbed 
some from other employments. The 
supposed increase of production and of 
employment for labour in other depart- 
ments therefore ■will not take place ; 
and the increased demand for com- 
modities by some consumers, will be 
balanced by a cessation of demand on 
the part of others, namely, the la- 
bourers who were superseded by the 
improvement, and who will noiy be 
maintained, if at all, by sharing, either 
in the way of competition or of charity, 
in what was previously consumed by 
other people. 

§ 3. Nevertheless, I do not believe 
that as things are actually transacted, 
improvements in production are often, 
if ever, injuiious, even temporarily, to 
the labouring classes in the aggregate. 
They would be so if they took place 
suddenly to a great amount, because 
much of the capital sunk must ne- 
cessarily in that case be provided from 
funds already employed as circulating 
capital. But improvements are always 
introduced very gradually, and are 
seldom or never made by withdrawing 
circulating capital from actual produc- 
tion, hut are made by the employment 
of “the annual increase. There are 
few, if any, examples of a great in- 
crease of fixed capital, at a time and 
plafce where circulating capital was 
not rapidly increasing likewise. It is 
not in poor or backward countries that 
great and costly improvements in pro- 
cluction are made. To sink capital in 
land for a permanent return — to intro- 
duce expensive machinery — are acts 
involving immediate saciifice for dis- 
tant objects ; and indicate, in the first 
place, tolerably complete security of 
property; in the second, considerable 
activity of industrial enterprise ; and 
in the third, a high standard of what 
has been called the “effective desire 
of accumulation \ which three things 
are the elements of a society rapidly 
progressive in its amount of capital. 
Although, therefore, the labouring 
classes must suffer, not only if the in- 
crease of fixed capital takes place at 


the expense of circulating, but even if 
it is so large and rapid as to retard 
that ordinary increase to which the 
growth of population has habitually 
adapted itself ; yet, in point* of fact, 
this is very unlikely to happen, since 
there is probably no country whose 
fixed capital increases in a ratio more 
than proportional to its circulating. 
If the whole of the railways which, 
during the speculative madness of 
1845, obtained the sanction of Parlia- 
ment, had been constructed in the 
times fixed for the completion of each, 
this improbable contingency would, 
most likely, have been realized; hut 
this very case has afforded a striking 
example of the difficulties which op- 
pose the diversion into new channels of 
any considerable portion of the capital 
that supplies the old : difficulties 
generally much more than sufiicient to 
prevent enterprises that involve the 
sinking of capital, from extending 
themselves with such rapidity as to 
impair the sources of the existing em- 
ployment for labour. 

To these considerations must be 
added, that even if improvements did 
for a time decrease the aggregate pro- 
duce and the circulating capital of the 
community, they would not the less 
tend in the long run to augment both. 
They increase the return to capital ; 
and of this increase the benefit must 
necessarily accrue either to the capi- 
talist in greater profits, or to the cus- 
tomer in diminished prices ; afrordiiig, 
in either case, an augmented fund from 
which accumulation may be made, 
while enlarged profits also hold out an 
increased inducement to accumulation. 
In the case we before selected, in which 
the immediate result of the improve- 
ment ■was to diminish the gross pro- 
duce from, two thousand four hunefred 
quarters to one thousand five hundred, 
yet the profit of the capitalist being 
now five hundred quarters instead of 
four hundred, the extra one hundred 
quarters, if regularly saved, would in 
a few years replace the one thonsand 
quarters subtracted from his circulating 
capital. Now the extension of business 
which almost certainly follows in any 
department in which an improvement 
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lias beea affords a strong in- 

ducement to tliose engaged in it to add 
to tlieir capital; and Hence, at tlie slow 
pace at wliicli improvements are usually 
introduced, a great part of tlie capital 
wliicli tlie improvement ultimately ab- 
sorbs, is drawn from tlie increased 
profits and increased savings wliicli it 
Has itself called forth. 

This tendency of improvements in 
production to cause increased accumu- 
lation, and thereby ultimately to in- 
crease the gross produce, even if tem- 
porarily diminishing it, will assume a 
still more decided character if it should 
appear that there are assignable limits 
both to the accumulation of capital, 
and to the increase of production from 
the land, which limits once attained, 
all further increase of produce must 
stop : but that improvements in pro- 
duction, whatever may be tlieir other 
effects, tend to throw one or both of 
these limits farther off. How, these 
are truths which will appear in the 
clearest light in a subsequent stage of 
our investigation. It will he seen, that 
the quantity of capital which will, or 
even which can, be accumulated in 
any country, and the amount of gross 
produce which will, or even which can, 
he raised, hear a proportion to the state 
of the arts of production there exist- 
ing ; and that ever;^ improvement, 
even if for the time it diminish the 
circulating capital and the gross pro- 
duce, ultimately makes room for a 
larger amount of both, than could pos- 
sihiy have existed otherwise. It is 
this which is the conclusive answer to 
the objections against machinery ; and 
the proof thence arising of the ulti- 
mate benefit to labourers of mechanical 
inventions even in the existing state of 
society, will hereafter be seen to be 
conclusive.* But this does not dis- 
charge governments from the obligation 
of alleviating, and if possible prevent- 
ing, the evils of which this source of 
ultimate benefit is or may he produc- 
tive to an existing generation. If the 
sinking or fixing of capital in ma- 
chinery or usefii works, were ever to 
proceed at such a pace as to impair 
materially the funds for the mainte- 
* jtofra, book iv. chap. V. 


nance of labour, it would be inoiunbent 
on le^slators to take measures for mo- 
derating its rapidity: and since im- 
provements which 'do not diminish 
employment on the whole, almost al- 
ways throw some particular class of 
labourers out of it, there cannot be a 
more legitimate object of the legisla- 
tor’s care than the interests of those 
who are thus sacrificed to the gains of 
their fellow-citizens and of posterity. 

To return to the theoretical distinc- 
tion between fixed and circulating 
capital. Since all wealth which is 
destined to be employed for reproduc- 
tion comes within the designation of 
capital, there are parts of capital which 
do not agree with the definition of 
either species of it; for instance, the 
stock of . finished goods which a manu- 
facturer or dealer at any time possesses 
unsold in his warehouses. But this, 
though capital as to its destination, is 
not yet capital in actual exercise : it is 
not engaged in production, but lias 
first to be sold or exchanged, that is, 
converted into an equivalent value of 
some other commodities ; and there- 
fore is not yet either fixed or circulating 
capital ; but will become either one or 
the other, or be eventually divided 
between them. With the proceeds of 
his finished goods, a manufacturer will 
partly paj^ his work-people, partly re- 
plenish Ms stock of the materials of 
his manufacture, and partly provide 
new buildings and machinery, or repair 
the old ; hut how much will be devoted 
to one purpose, and how much to 
another, depends on the nature of the 
manufacture, and the requirements of 
the particular moment. 

It should be observed further, that 
the portion of capital consumed in the 
form of seed or material, though, un- 
like fixed capital, it requires to he at 
once replaced from the gross produce, 
stands yet in the same relation to the 
employment of labour as fixed capital 
does. What is expended in materials 
is as much withdrawn from the main- 
tenance and remuneration of labourers, 
as what is fixed in machinery ; and if 
capital now expended in wages were 
diverted to the providing of materials, 
the effect on the labourers would be as 
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prejudicial as if it were converted into 
jSxed capital. This, however, is a kind 
of change which never takes ^place. 
The tendency of improvements in pro- 
duction is always to econoihize, never 


to increase, the expenditure of seed or 
material for a given produce ; and the 
interest of the labourers has no detri- 
ment to apprehend from this source. 


CHAPTER VII 


Oir WHAT DEPENDS THE DEGREE OP PRODUCTIVENESS OP PRODUCTIVE AGENTS. 


§ 1. We have concluded our general 
survey of the requisites of production. 
We have found that they may he reduced 
to three : labour, capital, and the mate- 
rials and motive forces afforded by 
nature. Of these, labour and the raw 
material of the globe are primary and 
indispensable. Natural motive powers 
may be called in to the assistance of 
labour, and are a help, hut not an es- 
sential, of production. The remaining 
requisite, capital, is itself the product 
of labour : its instnimentality in pro- 
duction is therefore, in reality, that of 
labour in an indirect shape. It does 
not the less require to be specified 
separately. A previous application of 
labour to produce the capital required 
for consumption during the work, is no 
less essential than the application of 
labour to the work itself. Of capital, 
again, one, and by far the largest, por- 
tion, conduces to production only by 
sustaining in existence the labour which 
produces : the remainder, namely the 
instraments and materials, contribute 
to it directly, in the same manner with 
natural agents, and the materials sup- 
plied by nature. 

We now advance to the second great 
question in political economy ; on wdiat 
the degree of productiveness of these 
agents depends. For it is evident that 
their productive efficacy varies greatly 
at various times and places. With the 
same population and extent of territory, 
some countries have a much larger 
amount of production than others, and 
the same country at one time a greater 
amoxm than itself at another. Com- 
pare England either with a similar 
extent of territory in Russia, or with 


an equal population of Russians. Com- 
pare England now with England in 
the Middle Ages ; Sicily, Northern Af- 
rica, or Syria at present, with the same 
countries at the time of their greatest 
prosperity, before the Roman conquest 
Some of the causes which contribute 
to this difference of productiveness are 
obvious ; others not so much so. We 
proceed to specify several of them. 

§ 2. The most evident cause of 
superior productiveness is what are 
called natural advantages. These are 
various. F ertility of soil is one of the 
principal. In this there are great 
varieties, from the deserts of Arabia 
to the alluvial plains of the Granges, 
the Niger, and the Mississippi. A 
favourable climate is even more im- 
portant than a rich soil. Tliere are 
countries capable of being inhabited, 
but^ too cold to be compatible with 
agriculture. Their inhabitants cannot 
pass beyond the nomadic state ; they 
must live, like the Laplanders, by the 
domestication of the rein-deer, if not 
by hunting or fishing, like the miser- 
able Esquimaux. There are countries 
where oats vrill ripen, hut not wheat, 
such as the North of Scotland ; others 
where wheat can bo grown, but from 
excess of moisture and want of sun- 
shine, affords but a precarious crop ; 
as in* parts of Ireland. With each 
advance towards the south, or, in thc‘ 
European temperate region, towards 
the east, some new branch of agricul- 
ture becomes first possible, then advan- 
tageous ; the vine, maize, figs, olives, 
silk, rice, dates, successively present 
themselves, until we come 
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sugar, coffee, cotton, spices, &c. of 
climates -wliicli also afford, of tlie more 
common agricultural products, and 
Avitli only a sliglit degree 61 cultiva- 
tion, two or even three Imrvests in a 
year. Kor is it in agriculture alone 
that differences of climate are impor- 
tant. Their influence is felt in many 
other branches of production: in the 
durability of all work which is exposed 
to the air ; of buildings, for example. 
If the temples of Karnac and Luxor 
had not been injured by men, they 
might have subsisted in their original 
perfection almost for evei', for the in- 
scriptions on some of them, though 
antei'ior to all authentic history, are 
fresher than is in our climate an in- 
scription fifty years old: wdiile at St. 
Petersburg, the most massive works, 
solidly executed ill granite hardly a 
generation ago, are already, as tra- 
vellers tell us, almost in a state to 
require reconstruction, from alternate 
exposufe to summer heat and intense 
frost. The superiority of the woven 
fabrics of Southern Europe over those 
of England in the richness and clear- 
ness of many of their colours, is 
ascribed to tho superior quality of the 
atmosphere, for which neither the know- 
ledge of chemists nor the skill of dyers 
has been able to provide, in our hazy and 
damp climate, a complete equivalent. 

Another part of the influence of 
climate consists in lessening the phy- 
sical requirements of the producers. 
In hot regions, mankind can exist in 
comfort with less perfect housing, less 
clothing ; fuel, that absolute necessary 
of life in cold climates, they can almost 
dispense with, except for industrial 
uses. They also require less aliment ; 
as experience had proved, long before 
theory had accounted for it by ascer- 
taining that most of wdiat we consume 
as food is not required for the actual 
nutrition of the organs, hut for keepiug 
up the animal heat, and for supplying 
the necessary stimulus to the vital 
functions, which in hot climates is 
almost sufficiently supplied by air and 
sunshine. Much, therefore, of the 
labour elsewhere expended to procure 
the mere necessaries of life, not being 
required, more remains disposable for 


its higher uses and its enjoyments ; if 
the character of the inhabitants does 
not rather induce them to use up these 
advantages in over-population, or in 
the indulgence of repose. 

Among natural advantages, besides 
soil and climate, must be' mentioned 
abundance of mineral productions, in 
convenient situations, and capable of 
being worked with moderate labour. 
Such are the coal-fields of Great 
Britain, which do so much to compen- 
sate its inhabitants for the disadvan- 
tages of climate ; and the scarcely 
inferior resource possessed by this 
country and the United States, in a 
copious supply of an easily reduced 
iron ore, at no great depth below the 
earth’s surface, and in close proximity 
to coal deposits available for working 
it. : In mountain and hill districts, 
the abundance of natural water-power 
makes considerable amends for the 
usually inferior fertility of those re- 
gions. But perhaps a greater advan- 
tage than all these is a maritime 
situation, especially when accompanied 
with good natural harbours ; and, next 
to it, great navigable rivers, These 
advantages consist indeed wholly in 
saving the cost of carriage. But few 
who have not considered the subject, 
have any adequate notion how great 
an extent of economical advantage 
this comprises ; nor, without having 
considered the influence exercised on 
production by exchanges, and by what 
is called the division of labour, can it 
be fully estimated. So important is it, 
that it often does more than counter- 
balance sterility of soil, and almost 
every other natural inferiority; es- 
pecially in that early stage of industry 
in which labour and science have not 
yet provided artificial means of com- 
munication capable of rivalling the 
natural. In the ancient world, and in 
the middle ages, the most prosperous 
communities were not those which 
had the largest territory, or the most 
fertile soil, but rather those which had 
been forced by natural sterility to 
make the utmost use of a convenient 
maritime situation ; as Atliens, Tyre, 
Marseilles, Venice, the free cities 011 
the Baltic, and the like. 


§ 3. So miicli for natural advan- 
tages ; tlie value of wliicli, cceteris 
jparihus^ is too obvious to be ever 
underrated. But experience testifies 
tliat natural advantages scarcely ever 
do for a community, no more tlian 
fortune and station do for an indivi- 
dual, anything like 'wliatit lies in their 
nature, or in their capacity, to do. 
ISfeither now nor infoimer ages have 
the nations possessing the best climate 
and soil been either the richest or the 
most powerful ; but (in so far as 
regards the mass of the people) gene- 
_ rally among the poorest, though, in 
■ the midst of poverty, probably on the 
whole the most enjoying. Human life 
in those countries can be supported on 
so little, that the poor seldom suffer 
from anxiety, and in climates in which 
mere existence is a pleasure, the 
luxury which they prefer is that of 
repose. Energy, at the call of passion, 
they possess in abundance, but not 
that which is manifested in sustained 
and persevering labour: and as they 
seldom concern themselves enough 
about remote objects to establish good 
political institutions, the incentives to 
industry are further weakened by im- 
perfect protection of its fruits. Suc- 
cessful ^production, like most other 
kinds of success, depends more on the 
qualities of the human agents, than on 
the circumstances in which they work : 
and it is difficulties, not facilities, that 
nourish bodily and mental energy 
Accordingly the tribes of mankind 
who have overrun and conquered 
others, and compelled them to labour 
for their benefit, have been mostly 
reared amidst hardship. They have 
either been bred in the forests of 
northern climates, or the deficiency of 
natural hardships has been supplied 
as among the Greeks and Romans, by 
^aj^tificial ones of a rigid military 
clisciphne. From the time when the 
circumstances of modern society per- 
mitted the discontinuance of that 
discipline, the South has no longer 
produced conquering nations ; militaiy 
vigour, as well as specnlative thought 
and industrial energy, have ail had 
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As the second, therefore, of the 
causes of superior productiveness, we 
may rank the greater energy of labour. 
By this is not to be understood occa- 
sional, but regular and habitual energy. 
xS'o one undergoes, without mumur- 
mg, a greater amount of occasional 
fatigue and hardship, or has his bodily 
powers, and such faculties of mind as 
lie possesses, kept longer at their 
utmost stretch, than the North Ame- 
rican Indian ; yet his indolence is 
proverbial, whenever he has a brief 
respite from the pressure of present 
nations, do 

not differ so much in the efforts 
they are able and willing to make 
under strong immediate incentives 
as in their capacity of present ex- 
ertion for a distant object, and in 
the thoroughness of their application 
to wor^ on ordinary occasions. Some 
amoimt of these qualities is a necessary 
conchtion of any great improycment 
among maukmd. To civilize a savage 
he rnust be inspired with new wants 
and aesires, even if not of a very ele- 
vated kind, provided that their gratifi- 
cation can be a motive to steacly and 
regular bodily and mental exertion! 

It the negroes of Jamaica and De- 
merara after their emancipation, had 
contented themselves, as it was pre- 
dicted they would do, with the neLt 
saries of life, and abandoned all labour 
heyon^d the little which in a tropical 
climate, with a thin population and 
abundance of the ridiest land, is 
sufficient to support existence, they 

condition morl 
barbarous, though less unhappy, than 
their previous state of slaveiy. Th" 
motive which was most relied on for 

of ftiTf .* 1 ^®“ to work was their love 
No ornaments. 

worHw “P,for this taste as 

worthy of being cultivated, and in 
luost societies its indulgence tends to 
impovensh rather than to enrich • but 
™.t^® ®^te of mind of the negroes it 
iiiceutive 

_ conld make them voluntariiv 
undergo systematic labour, and so ac! 
^[mre or maintain habits of voluntary 
industry w-Mch may be convertedlo 
more valuable ends. In England, it is 
E 
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not tlie desire of weaitli that needs to 
be tanglit, but the use of wealth, and 
apj)reciation of the objects of desire 
which wealth cannot purchase, or for 
attaining which it is not required. 
Every real improvement in the cha- 
racter of the English, whether it 
consist in giwng them higher aspira- 
tions, or only a juster estimate of the 
value of their present objects of desire, 
must necessarily moderate the ardour 
cf their devotion to the pursuit of 
wealth. There is no need, however, 
that it should diminish the strenuous 
-and business-like application to the 
matter in hand, which is found in the 
best English workmen, and is their 
most valuable quality. 

The desirable medium is one which 
■manldiid have not often known how to 
hit : when they labour, to doit with all 
their might, and especially with all 
their mind ; but to devote to labour, 
for mere pecuniary gain, fewer hours 
in the day, fewer days iu the year, and 
fewer years of life. 

§ 4. The third element which de- 
termines the productiveness of the 
labour of a community, is the skill and 
knowledge therein existing; whether 
it be the skill and knowledge of the 
labourers themselves, or of those who 
direct their labour, JSTo illustration is 
requisite to show how the efficacy of 
industry is promoted hy the manual 
' dexterity of those who perform mere 
routine processes ; by the intelligence 
'of those engaged in operations in 
which the mind has a considerable 
part; and by tbe amount of knowledge 
■of natural powers and of tbe properties 
■of objects, which is turned to the pur- 
poses of industry. That the produc- 
tiveness of the labour of a people is 
limited by their knowledge of the arts 
of life, is self-evident; and that any 
progress in those arts, any improved 
appHcatioh of the objects or powers of 
nature to industrial uses, enables the 
same quantity and intensity of labour 
to raise a greater produce. 

One principal 'department of^these 
improvements consists in the in vention 
and use of tools and machinery. The 
manner in, which these serve to in 


crease production and to economize 
labour, needs not be specially detailed 
in a work like the present : it will be 
found explained and exemplified, in a 
manner at once scientific and popular, 
in Mr. Babbage’s well-known “Eco- 
nomy of Machinery and Manufac- 
tures.” An entire chapter of Mr, 
Babbage’s hook is composed of in- 
stances of the efficacy of machinery in 
“ exerting forces top great for human 
power, and executing operations too 
delicate for human touch,’' But to 
find examples of work which could not 
he performed at all by unassisted 
labour, we need not go so far. With- 
out pumps, worked by steam-engines or 
otherwise, the water which collects in 
mines cordd not in many situations be 
got rid of at all, and the mines, after 
being worked to a little depth, must he 
abandoned : without ships or boats the 
sea could never have been crossed ; 
without tools of some sort, trees, could 
not he cut down, .nor rocks^excavated ; 
a plough, or at least a hoe, is necessary 
to any tillage of the ground. Yery 
simple and rude instruments, however, 
are sufficient to render literally possible 
most works hitherto executed by man- 
kind; and subsequent inventions have 
chiefly served to enable tbe work to be 
performed in greater perfection, and, 
above all, with a greatly diminished 
quantity of labour: the labour thus 
saved becoming disposable for other 
employment. 

The use of machinery is far from 
being the only mode in which the 
effects of knowledge in aiding produc- 
tion are exemplified. In agriculture 
and horticultm-e, machinery is only 
now beginning to show that it can do 
anything of importance, beyond the 
invention and progressive improve- 
ment of the plough and a few other 
.simple instruments. The greatest agri- 
cultural inventions have consisted in 
the direct application of more judicious 
processes to the land itself, and to the 
plants growing on it : such as rotation 
of crops, .to avoid the necessity of 
leaving the land uncultivated for one 
season in every two or three ; improved 
manures, to renovate its fertility when 
exhausted hy cropping; ploughing ana 
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draining tlie subsoil as well as tlie 
surface ; conversion of bogs and marshes 
into cultivable land ; sucli modes^ of 
pruning, and of training and propping 
up plants and trees, as experience has 
shown to deserve the preference ; in the 
case of the ' more expensive cultures, 
planting the roots or seeds further 
apart, and mOre completely pulverizing 
the soil in which they are placed, &c. 
In manufactures and commerce, some 
of the most important improvements 
consist in economizing time; in making 
the return follow more speedily upon 
the labour and outlay. There are 
•others of which the advantage consists 
in economy of material, 

§ 5. But the ejffects of the in- 
creased knowledge of a community in 
increasing its wealth, need the less 
illustration as they have become 
familiar to the most uneducated, from 
■such conspicuous instances as railways 
and steam-ships. A thing not yet so 
well understood and recognised, is the 
•economical value of the general diffu- 
sion of intelligence among the people. 
The number of persons fitted to direct 
and superintend any industrial enter- 
prise, or even to execute any process 
wliich cannot be reduced almost to an 
affair of memory and routine, is always 
far short of the demand ; as is evident 
fi’om the enormous difierence between 
the salaries paid to such persons, and 
the wages of ordinary labour. The 
deficiency of practical good sense, 
which renders the majority of the la- 
bouring class such bad calculators — 
which makes, for instance, thoir do- 
mestic economy so improvident, lax, 
and irregular — ^must disqualify them 
for any but a low grade of intelligent 
labour, and render their industry far 
less productive than with equal energy 
it otherwise might be. The impor- 
tance, even in^lhis limited aspect, of 
popular education, is well worthy of 
the attention of politicians, especially 
in England; since competent obseivers, 
accustomed to employ labourers of 
various nations, testify that in the 
workmen of other countries they often 
find great intelligence wholly apart 
from instruction, but that if an English 


labourer is anything but a hewer of 
wood and a drawer of water, he is 
indebted for it to education, which in 
his case is almost always self-education. 
Mr. Escher, of Zurich, (an engineer 
and cotton manufacturer employing 
nearly two thousand working men of 
many different nations,) in bis evidence 
annexed to the Report of the Poor 
Law Commissioners, in 1840, on the 
training of pauper children, gives a 
character of English as contrasted 
with Continental workmen, which all 
persons of similar experience will, I 
believe, confirm. 

“ The Italians’ quickness of percep< 
tion is shown in rapidly comprehending 
any new descriptions of labour put into 
their hands, in a power of quickly com- 
prehending the meaning of their em- 
ployeiyof adapting themselves to new 
circumstances, much beyond what any 
other classes have. The French work- 
men have the like natural characteris- 
tics, only in a somewhat lower degree. 
The English, Swiss, G-erman, and 
Dutch workmen, we find, have all much 
slower natural comprehension. As 
workmen only^ the preference is un- 
doubtedly due to the English ; because, 
as we find them, they are all trained 
to special branches, on which they have 
had comparatively superior trainings, 
and have concentrated all their 
thoughts. As men of business or of 
general usefulness, and as men with 
whom an employer would best like to 
be surrounded, I should, however, deci- 
dedly prefer the Saxons and the Swiss, 
hut more especially the Saxons, be- 
cause they have had a very careful gen- 
eral education, which has extended 
their capacities beyond any special 
employment, and rendered them fit to 
take up, after^ short preparation, any 
employment to which they may be 
called. If I have an English work- 
man engaged in the erection of a 
steam-engine, he will understand that, 
and notmng else; and for other cir- 
cumstances or other branches of me- 
chanics, however closely allied, he will 
he comparatively helpless to adapt him- 
self to ail the circumstances that may 
arise, to make arrangements for them, 
and give sound advice or write clear 
E 2 
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statements and letters on iiis work 
ill tlie Yarious related bi’anclies of 
mecbanics.’’ 

On the connexion between mental 
cultivation and moral trustworthiness 
in tlie labouring class, the same wit- 
ness says, “ The better educated work- 
men, we find, are distinguished by 
suiDerior moral habits in every respect. 
In the first place, they are entirely so- 
ber; they are discreet in their enjoy- 
ments, which are of a more rational 
and refined kind ; they have a taste 
for mncli better society, which they 
approach respectfully, and consequently 
find much u*eadier admittance to it; 
they cultivate music ; they read ; they 
enjoy the pleasures of scenery, and 
make parties for excursions in the 
country; they are economical, and 
their economy extends beyond their 
own purse to the stock of their master ; 
they are, consequently, honest and 
trustworthy.” And in answer to a 
question respecting the English work- 
men, “ Wliilst in respect to the work 
to which they ■ have been specially 
trained they are the most skilful, they 
are in conduct the most disorderly, de- 
bauched, and unruly, and least respect- 
able and trustworthy of any nation 
whatsoever whom we have employed ; 
and in saying this, I express the expe- 
rience of every manufacturer on the 
Continent to whom I have spoken, and 
especially of the English mannfactu- 
rers, who make the loudest complaints. 
These characteristics of depravity do 
not apply to the English w^orkmen who 
have received an education, hut attach 
to the others in the degree in which 
they are in want of it. When the un- 
educated English worlcmen are re- 
leased from the bonds of iron discipline 
in which they have been restrained by 
their employers in England, and are 
treated with the urbanity and friendly 
feeling ^yhich the more educated work- 
men on the Continent expect and re- 
ceive from their employers, they, the 
English workmen, completely lose their 
balance: they do not understand their 
position, and after a certain time be- 
come totall;y nnmanageahle and nse- 
less.”* This result ot observation is 
* The whole evidence of this intelligent 
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borne out by experience in England 
itself. As soon as any idea of equal- 
ity enters the mind of an uneducated 
English wm-ldng man, his head is 
turned by it. when he ceases to he 
servile, he becomes insolent. 

The moral qualities of the labourers 
are fully as important to the efficiency 
and worth of their labour, as the in- 
tellectiial. Independently of the effects 
of intemperance upon their bodily and 
mental faculties, and of flighty un- 
steady habits upon the energy and con- 
tinuity of their work (points so easily 
understood as not to require being in- 
sisted upon), it is well worthy of medi- 
tation, how much of the aggregate 
effect of their labour depends on their 
trustworthiness. All the labour now 
expended in watching that they fulfil 
their engagement, or in verifying that 
they have fulfilled it, is so much with- 
drawn from the real business of pro- 
duction, to he devoted to a subsidiary 
function rendered needful not by the 
necessity of things, hut by the dis- 
honesty of men. Kor are the greatest 
outward precautions more than very 
imperfectly efficacious, where, as is now 
almost invariably the case with hired 
labourers, the slightest relaxation of 
■^figilance is an opportunity eagerly 
seized for eluding performance of their 
contract. The advantage to mankind 
of beiilg able to trust one another, pen- 
etrates into every crevice and cranny 
of human life : the economical is per- 
haps the smallest part of it, yet even 
this is incalculable. To consider only 
the most obvious part of the waste of 
wealth occasioned to society by human 
improbity ; there is in ail rich commu- 
nities a predatory population, who live 
by pillaging or over-reaching other 
peojile ; . their numbers cannot be 
authentically ascertained, hut on the 
lowest estimate, in a country like 
England, it is very large. The sup- 
port of these persons is a direct bur- 
then on the national industry. The 
police, and the whole apparatus of pun- 
ishment, and of criminal and partly of 

and expei'ienced employer of labour is de- 
serving of attention; as well as much testi- 
mony on similar points by other witnesses, 
contained in the same volume. 
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civil justice, are a second Furthen ren- 
dered necessary by tbe first The ex- 
orbitantly-paid profession of k'n^yers, 
so far as their work is not created by 
defects in the law of their own contii- 
Aung, are required and supported i>rin- 
cipally by the dishonesty of mankind. 
As the standard of integrity in a com- 
munity rises higher, all these expenses 
become less. But this positive saving 
would be far outweighed by the im- 
mense increase in the produce of all 
kinds of labour, and saving of time and 
expenditure, which would be obtained 
if the labourers honestly performed 
what they undertake ; and by the in- 
creased spirit, the feeling of power 
and confidence, with which works of 
all sorts would be planned and carried 
on by those who felt that all whose aid 
was required would do their part faith- 
fully according to their contracts. Con- 
joint action is possible just in propor- 
tion as human beings can rely on each 
other. There are countries in Europe, 
of first-rate industrial capabilities, 
where the most serious impediment to 
conducting business concerns on a 
large scale, is the rarity of persons who 
are supposed fit to he trusted with the 
receipt and expenditure of large sums 
of money. There are nations whose 
commodities are looked shiiy upon by 
merchants, because they cannot depend 
on finding the quality of the article 
conformable to that of the sample. 
Such short-sighted frauds are far from 
unexampled in English exports. Every 
one has heard of “devil’s dust:’’ and 
among other instances given by Mr. 
Babbage, is one in which a branch of 
export trade was for a long time ac- 
tually stopped by the forgeries and 
frauds which had occurred in it. On 
the other hand the substantial advan- 
tage derived in business transactions 
from proved trustworthiness, is not less 
Temarkably exemplified in the' same 
work. “At one of our largest towns, 
sales and purchases on a very exten- 
sive scale are made daily in the course 
of husiness without any of the parties 
ever exchanging a written document.” 
Spread over a year’s transactions, how 
great a return, in saving of time, 
trouble, and expense, is brought in to 


the producers and dealers of such a 
town from their own integrity. “ Tlio 
influence of established character in 
producing confidence operated in ti 
very remarkable manner at the time of 
the exclusion of British inanufactnves 
from the Continent during the last 
war. One of our largest estahlisli- 
ments had been in the habit of doing 
extensive business with a lionso in the 
centre of Germany ; hut on the closing 
of the Continental ports against our 
manufactures, heavy penalties were 
inflicted on all those who contravened 
the Berlin and Milan decrees. The 
English manufacturer continued, never- 
theless, to receive orders, with direc- 
tions how to consign them, and appoint- 
ments for the time and mode of pay- 
ment, in letters, the handwriting of 
which was known to him, but which 
were never signed except by the 
Christian name of one of the firm, and 
even in some instances they were 
without any signature at all. These 
orders were executed, and in no in- 
stance was there the least irregularity 
in the payments.”* 

* Some minor instances noticed by Mr. 
Babbage may be cited in farther illustration 
of the waste occasioned to society through 
the inability of its members to trust one 
another. 

“ The cost to the purchaser is the price he 
pays for any article, added to the cost of 
verifying the fact of its having that degree 
of goodness for which he contracts. In some 
cases, the goodness of the article is evident 
on mere inspection ; and in those cases there 
is not much difference of price at different 
shops. The goodness of loaf sugar, for in- 
stance, can be discerned almost at a glance ; 
and the consequence is, that the price is so 
uniform, and the profit upon it so small, that 
no grocer is at all anxious to sell it ; .whilst 
on the other band, tea, of which it is e-xceed- 
ingly difficult to judge, and which can be 
adulterated by mixture so as to deceive the 
slvill even of a practised eye, has a gi'eat 
variety of different prices, and is that article 
which every grocer is most anxious to sell to 
his customers. The difficulty and expense 
of verification are in some instances so great 
as to justify the delation from well-estab- 
lished principles. Thus it is a general maxim 
that Government can purchase any article 
at a cheaper rate than that at which they 
can manufacture it themselves. But it has, 
nevertheless, been considered more econo- 
mical to build extensive flour-mills (such as 
those at Deptford), and to grind their own 
com, than to verify each sack of purchased 
flour, and to employ persons in devising me- 
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§ 6. Among tlie secondary causes 
wln'cli determine the productiveness of 
productive agents, the most important 
is Security. By security I mean the 
completeness of the protection which 
society affords to its members. This 
consists of protection hy the govern- 
ment, and protection against the go- 
vernment. The latter is the more 
important. Where a person known to 
possess anything worth taking away, 
can expect nothiiig but to have it torn 
from him, with every circumstance of 
tyrannical violence, by the agents of a 
rapacious government, it is not likely 
that many will exert themselves to 
produce much more than necessaries. 
This is the acknowledged explanation 
of the poverty of many fertile tracts of 
Asia, which were once prosperous and 
populous. Prom this to the degree of 
security enjoyed in the best governed 

thods of detecting the new inodes of adulte- 
ration which might he continually resorted 
to.” A similar want of confidence , might 
deprive a nation, such as the United States, of 
a large export trade in flour. 

Again : “ Some years since, a mode of pre- 
paring old clover and trefoil seeds by a pro- 
cess called doctoring became so prevalent as 
to excite the attention of the House of Com- 
mons. It appeared in evidence befoi*e a 
Committee, that the old seed of the white 
clover was doctored by first wetting it slightly, 
and then drying it by the fumes of burning 
sulphur ; and that the red clover seed had its 
colour improved by shaking it in a sack with 
a small quantity of indigo ; but this being 
detected after a time, the doctors then used 
a preparation of logwood, fined by a little 
copperas, and sometimes by verdigris ; thus 
at once improving the appearance of the old 
seed, and diminishing, if not destroying, its 
vegetative power, already enfeebled by age. 
Supposing no injury had resulted to good 
seed so prepared, it was proved that, from 
the improved appearance, the market price 
would be enhanced by this process from five 
to twenty-five shillings a hundred-weight. 
But the greatest evil arose from the circum- 
stance of these processes rendering old and 
worthless seed equal in appearance to the 
best. One witness had tried some doctored 
seed, and found that not above one grain in 
a hundred grew, and that those which did 
vegetate died away afterwards; whilst about 
eighty or ninety per cent of good seed usually 
grows. The seed so treated was sold to 
retail dealers in the country, who of course 
endeavoured to purchase at the cheapest 
rate, and from them it got into the hands of 
the farmers, neither of these classes being ca* 
pable of distinguishing the fraudulent from 
the genuine seed. Many cultivators in conse- 
queue© diminished their consumption of the 


parts of Europe, there are mmierons 
gTaclations. In many provinces of 
France, before the Eevolution, a vicions 
system of taxation on the land, and. 
stiUmore the absence of redress against 
the arbitrary exactions which were 
made under colour of the taxes, ren- 
dered it the interest of every cultivator 
to appear poor, and therefore to culti- 
vate badly. The only insecurity which 
is altogether paralyzing to the active 
energies of producers, is that arising 
from the government, or from persons 
invested with its authority. Against 
all other depredators there is a hope of 
defending oneself. Greece and the 
Greek colonies in the ancient world, 
Flanders and Italy in the Middle Ages, 
by no means enjoyed what any one 
with modern ideas would call security ; 
the state of society was most unsettled 
and turbulent ; person and property 

articles, and others were obliged to pay a 
higher price to those who had skill to distin- 
guish the mixed seed, and who had integiity 
and charactei’ to prevent them from dealing 
in it.” 

The same writer states that Irish fla,v, 
though in natural quality inferior to none, 
sells, or did lately sell, in the maidiet at a 
penny to twopence per pound less than 
foreign or British flax; part of the difference 
arising from negligence in its preparation, 
hut part from the cause mentioned in the 
evidence of Mr. Corry, many years Secretary 
to the Irish Linen Board ; “ The owners of 
the flax, who are almost always people in the 
lower classes of life, believe that they can 
best advance their own interests by imposing 
on the buyers. Flax being sold by weight,- 
various expedients are used to increase it ; 
and eveiy expedient is injurious, particularly 
the damping of it ; a very common practice, 
which makes the flax afterwards heat, The 
inside of every bundle (and the bundles all 
vary in bulk) is often full of pebbles, or dirt 
of various kinds, to increase the weight. In 
this state it is purchased and exported to 
Great Biitain.” 

It was given in evidence before a Com- 
mittee of the House of Commons*that the 
lace trade at Nottingham had greatly fallen 
off, from the making of fraudulent and bad 
articles ; that “ a kind of lace called 
press was manufactured,” (I still quote Mr, 
Babbage) “which, although good to the eye, 
became nearly spoiled in washing by the • 
slipping of the threads ; that not one person 
in a thousand could distinguish the difference 
between single-press and double-press lace ; 
that even workmen and manufacturers were 
obliged to employ a magnifying-glass for that 
purpose; and that in another similar artiol©,h, 
called warp-lace, such aid was essential.” 


COMBINATION OF LABOUR. 71 


were exposed to a tliousand dangers. 
But tliey were free coinitries ; tliey 
were in general neitlier arbitrarily op- 
res sed, nor systematically plundered 
y tlieir governments. Against other 
enemies the individual energy which 
their institutions called forth, enabled 
them to make successful resistance : 
their labour, therefore, was eminently 
pi'oductive, and their riches, while they 
remained free, were constantly on the 
increase. The Roman despotism, put- 
ting an end to wars and internal^ con- 
flicts throughout the empire, relieved 
the subject population from much of 
the former insecurity : but because it 
left them under the grinding yoke of 
its own rapacity, they became ener- 
vated and impoverished, until they 
were an easy prey to barbarous hut 
free invaders. They would neither 
fight nor labour, because they were no 
longer suffered to enjoy that for which 
they fought and laboured. 

Much of the security of person and 
property in modern nations is the effect 
of manners and opinion rather than of 
law. There are, or lately were, coun- 
tries in Europe where the monarch 
was nominally absolute, but where, 
from the I'estraints imposed by estab- 
lished usage, no subject felt practically 
in the ^smallest danger of having his 
possessions arbitrarily seized or a con- 
tribution levied on them by the govern- 
ment. There must, however, he in 
such goveimments much petty plunder 
and other tyranny by subordinate 
agents, for wliich redress is not ob- 
tained, owing to the want of publicity 
which is the ordinary character of 
absolute- governments. In England tbe 
people are tolerably well protected, both 
by institutions and manners., against 
the agents of government ; but, for the 


security they enjoy against^ other, evil- 
doers, they are very little indebted to 
their institutions. The laws cannot be 
said to afford protection to property,, 
when they afford it only at such a cost 
as renders submission to injury in 
general the better calculation. The 
security of property in England is 
owing (except as regards open violence) 
to opinion, and the fear of exposure, 
mucn more than to the direct operation 
of the law and the courts of justice. 

Independently of all imperfection in 
the bulwarks which society purposely 
throws round what it recognises as 
property, there are various other modes 
in which defective institutions impede 
the employment of the productive re- 
sources of a country to the best ad- 
vantage, We shall have occasion for- 
noticing many of these in the progress 
of our subject. It is sufficient here to 
remark, that the efficiency of industry 
may^he expected to be ^’cat, in pro- 
portion as the fi'uits of industry are 
insured to the person exerting it : and 
that all social arrangements are con- 
ducive to useful exertion, according as 
they provide that the reward of every 
one for his labour shall be proportioned 
as much as possible to the benefit which 
it produces. All laws or usages which 
favour^one class or sort of persons to 
the^ disadvantage of others; which 
chain up^ the efforts of any part of the- 
community in pursuit of their ovm 
good, or stand between those efforta 
and their natural fruits — are (indepen- 
dently of all other grounds of condem- 
nation) violations of the fundamental- 
principles of economical policy ; tend- 
ing to make the aggregate productive 
powers of the community productive 
in a less degree than they would other- 
wise be. 


CHAPTER VHL 

OP CO-OPEEATIOSr, OR THE COMBINATION OP LABOUR. 

§ 1. In the enumeration of the , one untouched, which, because of its 
circumstances which promote the pro- importance, and of the many topics of 
ductiveness of labour, we have left j discussion which it involves, requires 
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to be treated apart. This is, co-opera- 
tion, or the combined action of nunihers. 
Of this great aid to production, a 
single department, known by the name 
of Division of Labom*, has engaged a 
large share of the attention of political 
economists ; most deservedly indeed, 
but to the exclusion of other cases and 
exemplifications of the same compre- 
hensive law. Mr. Wakefield was, I 
believe, the first to point out, that a 
part of the suhject had, with injurious 
efiect, been mistaken for the whole; 
that a more fundamental principle lies 
beneath that of the, division of labour, 
and comprehends it. 

Go-operation, he observes,* is **of 
two distinct kinds: first, such co- 
operation as takes place when several 
persons help each other in the same em- 
ployment ; secondly, such co-operation 
as takes place when several persons 
help each other in different employ- 
ments. These may be termed Simple 
Co-operation and Complex Co-operation . 

The advantage of simple co-opera- 
tion is illustrated by the case of two 
greyhounds running together, which, 
it is said, will kill more hares than four 
greyhounds running separately. In 
a vast number of simple operations 
IDerformed by human exertion, it is 
<[uite obvious that two men working 
together will do more than four, or 
four times four men, each of whom 
should work alone. In the lifting of 
heavy weights, for example, in the 
felling of trees, in the sawing of timber, 
in the gathering of much hay or corn 
during a short period of fine weather, 
in draining a large extent of land 
during the short season when such a 
work may be properly conducted, in 
the pulling of ropes on board ship, in 
the rowing of large boats, in some 
mining" operations, in the erection of a 
scaffolding for building, and in the 
breaking of stones for the repair of a 
road, so that the whole of the road 
shall always be kept in good order ; in 
all these simple operations, and thou- 
sands more, it is absolutely necessary 
that many persons should work to- 
gether, at the same time, in the same 

* Note to Wabefield’s edition of Adam 
Smitb, voL i. p. 26. 


place, and in the same way. The 
savages ^ of K ew Holland never help 
each other, even in the most simple 
operations; and their condition is 
hardly superior, in some respects it 
is inferior, to that of the mid animals 
which they now and then catch. Lot 
any one imagine that the labourers of 
England should suddenly desist from 
helping each other in simple employ- 
ments, and he wall see at once tlio 
prodigious advantages of simple co- 
operation. In a countless number of 
employments, the produce of labour is, 
up to a certain point, in proportion to 
such mutual assistance amongst the 
workmen. This is the first step in 
social improvement.” The second is, 
when one bod}^ of men having com- 
bined their labour to raise more food 
than they require, another body of 
men axe induced to combine their 
labour for the purpose of producing 
more clothes than they require, and 
with those clotlies buying the surplus 
food of the other body of labourers ; 
while, if both bodies together have 
■produced more food and clothes than 
they both require, both bodies obtain, 
by means of exchange, a proper 
capital for setting more labourers to 
work in their respective occupations.” 
To simple co-operation is thus super- 
added what Mr, Wakefield terms 
Complex Co-operation. The ono is 
the combination of several labourers 
to help each other in the same set of 
operations ; the other is the combina- 
tion of several labourers to help ono 
. another by a division of operations. 

There is “an important distinction 
between simple and complex co-opera- 
tion. Of the former, one is always 
conscious at the time of practising it : 
it is obvious to the most ignorant and 
vulgar eye. Of the latter, but avery fe\v 
of the vast numbers who practise it are 
in any degree conscious. The cause of 
this distinction is easily seen. When 
several men are employed in lifting 
the same weight, or pulling the same 
‘rope, at the same time, and in the 
same place, there can he no sort of 
doubt that they co-operate with each 
other; the fact is impressed y on the 
mind by the mere sense of sight; hut 
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"wlien several men, or bodies of men, 
«-rG employed at different times and 
places, and in different piirsuits, tlieir 
-co-operation with each other, though 
it may be quite as certain, is not so 
readily perceived as in the other case : 
in order to perceive it, a complex ope- 
ration of the mind is required.”, 

In the present state of society the 
breeding and feeding of sheep is the 
occupation of one set of people, dress- 
ing the wool to prepare it^ for the 
spinner is that of another,, spinning it 
into thread of a third,, weaving the 
thread into broadcloth of a fourth, 
dyeing the cloth of a fifth, making^ it 
into a coat of a sixth, without counting 
the multitude of carriers, merchants, 
factors, and retailers put in requisition 
’ at tbe successive stages of this progress. 
All these persons, without knowledge of 
one another or previous understanding, 
co-operate in the production of the 
ultimate result, a coat. But these are 
far from being all who co-operate in it ; 
for each of these persons requires food, 
and many other articles of consump- 
tion, and unless he could have relied 
that other people would produce these 
for him, he could not have devoted his 
whole time to one step in the succes- 
sion of operations whidb produces one 
single commodity, a coat. Every 
person who took part in producing 
food or erecting houses for this seines 
of producers, has, however uncon- 
sciously on his part, combined his 
labour with theirs. It is by a real, 
though unexpressed, concert, ‘‘that 
the body who raise more food than 
they want, can exchange with the 
body who raise more clothes than they 
want ; and if the two bodies were sepa- 
rated, either by distance or disincli- 
nation — unless the two bodies should 
virtually form themselves into one, for 
the common object of raising enough 
food and clothes for the whole— they 
could not divide into two distinct parts 
the whole operation of producing a 
sufficient quantity of food and clothes,” 

§ 2. The influence exercised on 
production by the separation of em- 
ployments, is more fundamental than, 
from the mode in which the subj ect is 


usually treated, a reader might be in- 
duced to suppose. It is not merely 
that when the production of different 
things becomes the sole or principal 
occupation of different persons, a much 
greater quantity of each kind of article 
is produced- The truth is much be- 
yond this. Without some separation 
of employments, very few things would 
he produced at all. 

Suppose a set of persons, or a 
number of families, all employed 
precisely in the same manner; each 
family settled on a piece of its owm 
land, on which it grows by its labour 
the food required for its own suste- 
nance, and as there are no persons to 
buy any surplus produce where all are 
producers, each family has to produce 
within itself whatever other articles 
it consumes- In such circumstances, 
if the soil was tolerably fertile, and 
population did not tread too closely on 
the heels of subsistence, there would 
be, no doubt, some kind of domestic 
manufactures ; clothing for the family 
might perhaps be spun and woven 
within it, hy the labour probably of the 
women (a first step in the separation 
of employments) ; and a dwelling of 
some sort would be erected and kept 
in repair by their united labour. But 
beyond simple food (precarious, too, 
fz'om the variations or the seasons), 
coarse clothing, and very imperfect 
lodging, it would be scarcely possible 
that the family should produce any- 
thing more. They would, in general, 
require their utmost exertions to ac- 
complish so much. Their power even 
of extracting food from, the soil would 
be kept within narrow limits by the 
quality of their tools, which would 
necessarily be of tbe most wretched 
description. To do almost anything 
in the way of producing for themselves 
articles of convenience or luxury, would 
require too much time, and, in many 
cases, their presence in a difiereiit 
place. Veiy few kinds of industry, 
therefore, would exist ; and that which 
did exist, namely the production of 
necessaries, would be extremely in- 
efficient, not solely from imperfect 
implements, but because, when the 
ground and the domestic industry fed 
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l>y it had Been made to supply the 
necessaries of a single family in. tole- 
rable abundance, there would be little 
inotive, while the numbers of the 
family remained the same, to make 
either the land or the labour produce 
more. 

But suppose an eTent to occur, which 
would amount to a revolution in the 
circumstances of this little settlement. 
Suppose that a company of artificers, 
provided with tools, and' with food 
sufficient to maintain them for a year, 
arrive in the country and establish 
themselves in the midst of the popu- 
lation. These new settlers occupy 
themselves in producing articles of use 
or ornament adapted to the taste, of a 
simple people ; and before tbeir food is 
exhausted they have produced these in 
considerable quantity, and are ready 
to exchange them for more food. The 
economical position of the landed popu- 
lation is now most materially altered. 
They have an opportunity given them 
of acquiring comfoiis and luxuries. 
Things which, while they depended 
solely on their own labour, they never 
could have obtained, because they 
could not have produced, are now ac- 
cessible to them if they can succeed 
in producing an additional quantity 
of food and necessaries. They are 
thus incited to increase the produc- 
tiveness of their industry. Among 
the conveniences for the first time 
made accessible to them, better tools 
are probably one ; and apart from this, 
they have a motive to labour more 
assiduously, and to adopt contrivances 
for making their labour more effiectnal. 
By these means they will generally 
succeed in compelling their land to 
produce, not only food for themselves, 
but a surplus for the new comers, 
wherewith to buy from them the pro- 
ducts of their industry. The new 
settlers constitute what is called a 
market for surplus agricultural pro- 
duce : and their arrival has enriched 
the settlement not only by the manu- 
factured articles which they produce, 
but by the food which would not have 
been produced unless they had been 
there to consume it. 

' There is no inconsistency between 


this doctrine, and the proposition we 
before maintained, that a market for 
commodities does not constitute em- 
ployment for labour.'^^' The labour of 
the agriculturists was akeady pro- 
vided with emplojmient ; they are not 
indebted to the demand of the new 
comers for being able to maintain 
themselves. What that demand does 
for them is, to call their labour into 
increased vigour and efficiency; to 
stimulate them, by^ new motives, to 
new exertions. Neither do the new 
comers owe their maintenance and 
employment to the demand of the agri- 
culturists ; with a year’s subsistence in 
store, they could have settled side by 
side with the former inhabitants, and 
produced a similar scanty stock of 
food and necessaries. Nevertheless, we 
see of what supreme importance to the 
productiveness of the labour of pro- 
ducers, is the existence of other pro- 
ducers within reach, employed in. a 
different kind of industry. The power 
of exchanging the products of one kind 
of labour for those of another, is a 
condition, hut for which, there would 
almost always be a smaller quantity of 
labour altogether. When a new mar- 
ket is opened for any product of in- 
dustry, and a greater quantity of the 
article is consequently produced, the 
increased production is not always ob- 
tained at the expense of some other 
product ; it is often a new creation, the 
result of labour which would otherwise 
have remained unexerted ; or of assist- 
ance rendered to labour by iznprove- 
ments or by modes of co-operation to 
which recourse would not have been 
had if an inducement had not been 
offered for raising a larger produce. 

§ 3. From these considerations it 
appears that a country will seldom 
have a productive agriculture, unless it 
has a Targe town population, or the 
only available substitute, a large ex- 
port trade in agricultural produce to 
supply a population elsewhere. I use 
the phrase town population for short- 
ness, to imply a population non-agi'i- 
cultural; which will generally be 
collected in towns or large villages, for 
* Supra, pp. 49— 55. : 
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the sake of comhination of lahoiir. 
The application of this truth by Mr. 
Wakefield to the theory of colonization, 
has excited niueh attention, and is 
doubtless destined to excite much 
more. It is one of those great practical 
discoveries, ^vhich, ; Once made, appear 
so obvious that the merit of making 
them seems less than it is. Mr. 
■^^kefield was the first to point out 
that the mode of planting new settle- 
ments, then commonly practised^ — 
.setting down a number of families side 
by side, each on its piece of land, all 
employing themselves in exactly the 
same manner,— though in favourable 
circumstances it may assure to those 
families a rude ahunclanch of mere 
necessaries, can never be other than 
unfavourable to great production or 
rapid growth: and his system con- 
sists of arrangements for securing that 
every colony shall have from the first 
a town population, hearing due propor- 
tion to its agricultural, and that the 
cultivators of the soil shall not he, so 
widely scattered as to be deprived by 
distance, of the benefit of that town 
population as a market for their pro- 
duce. The principle on which the 
scheme is founded, does . not depend on 
any theory respecting the superior pro- 
ductiveness of land held in large 
ortions, and cultivated by hired la- 
our. Supposing it true that land 
yields the greatest produce when 
divided into small properties and cul- 
tivated by peasant proprietors, a town 
population would be just as necessary 
to induce those proprietors to raise 
that larger produce : and if they were 
too far from the nearest seat of non- 
agricultiiral industry to use it as a i 
market for disposing of their surplus, 
and thereby supplying their other 
wants, neither that surplus nor any 
equivalent for it would, generally 
speaking, he produced. 

It is, above all, the deficiency of 
town population which limits the pro- 
ductiveness of the industry of a country 
like India. The agiiculture of India is 
conducted entirely on the system of 
small holdings. There is, however, a 
considerable amount of combination of 
labour. The village institutions and 


customs, wliiGh are the real framo work 
of Indian society, make provision^ for 
joint action in the cases in which it is 
seen to be necessary; or where they 
fail to do so, the government (when 
tolerably well administered) steps in, 
and by an outlay from the revenue, 
executes by combined labour the tanks, 
embankments, and works of irrigation, 
which are indispensable. The imple- 
ments and processes of agriculture arc 
however so wretched, that the produce 
of the soil, in spite .of great natural 
fertility and a climate highly favourable- 
to vegetation, is miserably small : and 
the land might be made to yield food 
in abundance for many more than the 
present number of inhabitants, without 
departing from the system of small 
holdings. But to this the stimulus is 
wanting,, which a large town popula- 
tion, connected with the rural districts- 
by easy and unexpensive means of 
communication, would afford. That 
town population, again, does not grow 
up, because the few wants and unas- 
piring spirit of the cultivators (joined 
until lately with gi'eat insecurity of 
property, fmm military and fiscal ra- 
pacity) prevent them from attempting 
to become consumers of town produce. 
In, these circumstances the best chance 
of an early development of the produc- 
tive resources of India, consists in the 
rapid growth of its export of agricul- 
tural produce (cotton, indigo, sugar, 
coffee, &c.) to the markets of Europe, 
The producers of these articles are- 
consumers of food supplied by their 
fellow-agriculturists in India; and the 
market thus opened for surplus food 
wiU, if accompanied by good govern- 
ment, raise up ,hy degrees more ex- 
tended wants and desires, directed 
either towards European commodities, 
or towards things which will require 
for their production in India a larger 
manufacturing population. 

§ 4. Thus far of the separation of 
emplo^pnents, a form of the combina- 
tion of labour without which there can- 
not be the first rudiments of industrial 
civilization. But when this separation 
is thoroughly estahlislied ; when it has 
become the general practice for each 
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producer to supply many otRers witli 
one conimodity, and to "be supplied by 
otliers with most of the things whicli 
he consumes ; reasons not less real, 
though less imperative, invite to a 
further extension of the same principle. 
It is found that the productive power 
of hahour is increased by carrying the 
separation further and further; by 
breaking down more and more e-very 
process of industry into parts, so that 
each labourer shall confine himself to 
an ever smaller number of simple ope- 
rations. And thus, in time, arise those 
remarkable cases of wliat is called the 
division of labour, with which all 
readers on subjects of this nature ai’e 
familiar. Adam Smith’s illustration 
from pin-making, tliougli so well 
known, is so much to the point, that I 
wall venture once more to transcribe it. 
“ The business of making a pin is 
divided into about eighteen distinct 
operations. One man draws out the 
wire, another straights it, a third cuts 
it, a fourth points it, a fifth grinds it at 
the top for receiving the head ; to 
make the head requires two or three 
distinct operations ; to put it on, is a 
peculiar business ; to whiten the pins 
is another ; it is even a trade by itself 
to put them into the paper. .... 
I have seen a small manufactory where 
ten men only were employed, and 
where some of them, consequently, per- 
formed two or three distinct operations. 
But though they were very poor, and 
therefore but indifierently accommo- 
dated wfith the necessary machinery, 
they could, when they exerted them- 
selves, make among them about twelve 
pounds of pins in a day. There are in 
a pound upwards of four thousand pins 
■of 'a middling size. Those ten persons, 
therefore, could make among them up- 
wards of forty-eight thousand pins in a 
day. Each person, therefore, making 
a tenth part of forty-eight thousand 
pins, might be considered as making 
four thousand eight hundred pins in a 
day. But if they had all wrought 
separately and independently, and with- 
out any of them having been educated 
to this peculiar business, they cer- 
tainly could not each of them have made 
twenty, perhaps not one pin in a day.’’ 


^ M. Say furnishes a still stronger 
example of the effects of division 
of labour — from a not very important 
branch of industry certainly, the manu- 
facture of playing cards. “ It is said 
by those engaged in the business, that 
each card, that is, a piece of paste- 
board of the size of the hand, before 
being ready for sale, does not undergo 
fewer than seventy operations, every 
one of which might he the occupation 
of a distinct class of workmen. And 
if there are not seventy classes of woih- 
people in each card maniifiictory, it is 
because the division of labour is not 
carried so far as it might he ; because 
the same w'orkman is charged with 
two, three, or four distinct operations. 
The influence of this distribution of 
emplo^unents is immense. I have seen 
a card manufactory wdiere thirty work- 
men produced daily fifteen thousand 
five hundred cards, being above five 
hundred cards for each labourer ; and 
it may be presumed that if each of. 
these workmen were obliged to perform 
all the operations himself, even suppo- 
sing him a practised band, he would 
not perhaps complete two cards in a 
day : and the thirty workmen, instead 
of fifteen thousand five hundred cards, 
would make only sixty.”* 

In watchmaking, as Mr. Babbage 
observes, “it was stated in evidence 
before a Committee of the House of 
Commons, that there are a hundred 
and two distinct brandies of this art, 
to each of wbicli a boy may be put ap- 
prentice ; and that be only learns bis 
master’s department, and is unable, 
after his apprenticeship has expired, 
without subsequent instruction, to 
work at any other branch. The watch- 
finisher, whose business it is to put 
together the scattered parts, is the ouiy 
one, out of the one hundred and two 
persons, wdio can work in any other de- 
partment than his own.”-!* 

* Say, Cottrs d^Economie FolUique jpvar 
vol. i. p. 340. 

It is a remarkable proof of the economy of 
labour occasioned by this minute division of 
occupations, that an article, the production 
of which is the result of such a multitude of 
manual operations, can be sold for a trifling 
sum. 

t Economy of Machinery and Manufac- 
tures, 3rd Edition, p, 201. 
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* § 5. The causes of tlie increased 

efficiency given to labour by the divi- 
sion of employments are some of them 
too familiar to require specification; 
but it is worth while to attempt a com- 
plete enumeration of them. By Adam 
tJmitli they are reduced to three. 
“ First, the increase of dexterity in 
every particular workman; secondly, 
the saving of the time which is com- 
monly lost in passing from one species 
of work to another ; and lastly, the in- 
vention of a great number of machines 
which fiicilitate and abridge labour, 
and enable one man to do the work of 
many.’^ 

Of these, the increase of dexterity of 
the individual workman is the most ob- 
vious and universal. It does not fol- 
low that because a thing has been done 
oftener it will be done better. That 
depends on the intelligence of the 
w’orkmau, and on the degree in which 
his mind works along with his hands. 
But it will be done more easily. The 
organs themselves acquire greater 
power: the muscles employed gi-ow 
stronger by frequent "exercise, the 
sinews more pliant, and the mental 
powers more efficient, and less sensible 
of fatigue. What can be done easily 
has at least a better chance of being 
done v;ell, and is sure to be done more 
expeditiously. What was at first done 
slowly comes to be done quickly ; what 
was at first done slowly with accuracy 
is at last done quickly with equal ac- 
curacy. This is as true of mental opera- 
tions as of bodily. Even a child, after 
much practice, sums up a column of 
figures with a rapidity wlxicli resembles 
intuition. The act of speaking any 
language, of reading fluently, of play- 
ing music at sight, are cases as remark- 
able as they are familiar. Among 
bodily acts, dancing, gymnastic exer- 
cises, ease and brilliancy of execution 
on a musical instrument, are examples 
of the rapidity and facility acquired by 
repetition. In simpler manual opera- 
tions, the effect is of course still sooner 
produced. “The rapidity,” Adam 
8mith observes, ‘Svith which some of 
the operations of certain manufactures 
are performed, exceeds what the human 
hand could, by those who have never seen 


them, be supposed cavpable of acquir- 
ing.”^ Tliis skill is, naturally, at- 
tained after shorter practice, in propor- 
tion as the division of lahonr is more 
minute; and will not be attained in 
the same degree at all, if the workman 
has a greater variety of operations to 
execute than allows of a sufficiently 
frequent repetition of each. The ad- 
vantage is not confined to the greater 
efficiency ultimately attained, but in- 
cludes also the diminished loss of time, 
and waste of material, in learning the 
art. “ A certain quantity of material,” 
says Mr. Babbage, f will in all cases 

be consumed iinprofitably^ or spoiled, 
by every person wffio learns an art ; 
and as he applies himself to each new 
process, he will w'aste some of the raw’' 
material, or of the partly manufactured 
commodity. But if each man commits 
this waste in acquiring successively 
every process, the quantity of waste 
w’ill be much gi’eater than if each per- 
son confine his attention to one process.” 
And in general each will be much - 
sooner qualified to execute his one pro- 
cess, if he he not distracted wdiile learn- 
ing it, by the necessity of learning 
others. 

The second advantage enumerated 
by Adam Smith as arising from the 
division of labour, is one on which I 
cannot help thinking that more stress 
is laid by him and others than it 
deserves. To do full justice to 
his opinion, I wull quote his owm 
exposition of it. “ The advantage 
which is gained by saving the time 

* “ In astronomical observations, the 
senses of the opex’ator are rendered so acute 

habit, that he can estimate differences of 
time to the tenth of a second; and adjust his 
measuring instimment to graduations of 
wiiich five thousand occupy only an inch. 

It is the same throughout the commonest 
processes of manufacture. A child who 
fastens on the heads of pins will repeat an 
operation requiring several distinct motions 
of the muscles one hundred times a minute 
for several successive Jiours. In a recent 
Manchester paper it was stated that a 
peculiar sort of twist or ‘gimp,’ which cost 
three shillings making when fii*st introduced, 
was now manufactured for one penny ; and 
this not, as usually, by the invention of a 
new machine, but- solely thi-ough the in- 
creased dexterity of the workman.’’ — £diu- 
hurgh Beview for January 1319, p. 81. 
t Page 171. 
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CGininonly lost in passing from one 
sort of work to anotlierj is inucli 
greater tkan we slioiild at first view ibe 
apt to imagine it. It is impossible to 
pass verj quickly from one kind of 
work to anotlier, that is carried on in 
a different place, and with quite differ- 
ent tools. A. country weaver, who 
cultivates a small farm, must lose a 
good deal of time in passing from his 
loom to the field, and from the field to 
his loom. ‘When the two trades can 
he carried on in the same workhouse, 
the loss of time is no doubt much less. 
It is even in this case, however, very 
considerable. A man commonly saun- 
ters a little in turning his hand from 
cne sort of emplojraent to another. 
When, he first begins the new work, 
he is seldom very keen and hearty; 
his mind, as thej^ say, does not go to 
it, and for some time he rather trifles 
than applies to good purpose. The 
habit of sauntering and of indolent 
careless application, which is naturally, 
or rather necessarily acquired by every 
country workman who is obliged to 
change his work and his tools every 
half hour, and to apply his hand in 
twenty different ways almost every 
day of his life, renders him ahiiost 
always slothful and lazy, and incapable 
cf any rigorous application even on the 
most pressing occasions.” This is 
surely a most exaggerated description 
of the inefficiency of country labour, 
where it has any adequate motive to 
exertion. Tew workmen change their 
work and their tools oftener than a 
gardener ; is he usually incapable of 
vigorous application? Many of the 
higher description of artisans have to 
perform a great multiplicity of opera- 
tions with a variety of tools. They do 
not execute each of these with the 
rapidity with which a factory work- 
man performs his single operation; 
but they are, except in a merely 
manual sense, more skilful labourers, 
and in all senses whatever more ener- 
getic, 

Mr. Babbage, following^ in the track 
cf Adam Smith, says, When the 
human hand, or the human head, has 
been for some time occupied in any 
kind of work, it cannot instantly, 


I change its employment with full effect. 
The muscles of the limbs employed 
have acquired a flexibility during their 
exertion, and those not in action a 
stiffness ' during rest, which renders 
every change slow and unequal in the 
commencement. Long habit also pro- 
duces in the muscles exercised a capa- 
city for enduring fatigue to a much 
greater degree than they could support 
under other circumstances. A similar 
result seems to take place in any change 
of mental exertion ; the ' attention 
bestowed on the new subject not being, 
so perfect at first as it becomes after 
some exercise. The employment of 
different tools in the successive pro- 
cesses, is another cause of the loss of 
time in changing from one operation 
to another. If these tools are simple, 
and the change' is not frequent, the 
loss of time is not considerable ; but 
in many processes of the arts, the tools 
are of peat delicacy, requiring accu- 
rate adjustment every time they are 
used; and in many cases, the time 
employed in adjusting hears a large 
proportion to tliat employed in using 
the tool. The sliding-rest, the divi- 
ding and the drilling engine are of this 
kind : and hence, in manufactories of 
sufficient extent, it is found to be good 
economy to keep one machine con- 
stantly employed in one kind of work : 
one lathe, tor example, having a screw 
motion to its sliding-rest along the 
whole length of its bed, is kept con- 
stantly making cylinders ; anotliei', 
haring a motion for equalizing the 
velocity of the work at the point at 
which it passes the tool, is kept for 
facing surfaces ; whilst a third is con- 
stantly employed in cutting wheels.” 

I am very far from implying that 
these different, considerations are of no 
weight ; hut I think there are counter- 
considerations which are overlooked. 
If one kind of muscular or mental la- 
bour is diflerent from another, for that 
very reason it is to some extent a rest 
from that other; and if the p'eatest 
rigour is not at once obtained in the 
second occupation, neither could the 
first have been indefinitely prolonged 
without some relaxation of energy. 
It is a matter of common experiened 


! 


COMBMATIOlSr OF LABGUE. 79 


tliat a change of occupation will often 
afford relief where complete repose 
would otherwise he necessary, and that 
a person can work many more hours 
without fatigue at a succession of oc- 
cupations, than if confined during the 
whole time to one. Different occupa- 
tions employ different muscles, or 
different energies of the mind, some 
of which rest and are refreshed wMe 
others work. Bodily labour itself rests 
from mental, and conversely. The 
variety itself has an invigorating 
effect on what, for want of a more phi- 
losophical appellation, we must term 
the animal spirits; so important to 
the efficiency of all work not mechani- 
eal, and not unimportant even to that. 
The comparative weight due to these 
•considerations is different with differ- 
ent individuals ; some are more fitted 
than others for persistency in one 
occupation, and less fit for change ; 
they require longer to get the steam 
■up (to use a metaphor now common) ; 
the irksomeness of setting to work lasts 
longer, and it requires more time to 
bring their faculties into full play, and 
therefore when this is once done, they 
do not like to leave off, hut go on long 
without intermission, even to the in- 
jury of their health. Temperament 
has something to do ■with these differ- 
ences. There are people whose facul- 
ties seem by nature to come slowly 
into action, and to accomplish little 
xmtil they have been a long time 
employed. Others, again, get into 
action rapidly, hut cannot, without 
exhaustion, continue long. In this, 
however, as in most other things, 
though natural differences are some- 
thing, habit is much more. The habit 
of passing rapidly from one occupation 
to another may be acquired, like other 
habits, by early cultivation ; and when 
it is acquired, there is none of the 
sauntering which Adam Smith speaks 
cf, after each change; no want of 
energy and interest, hut the workman 
comes to each part of his occnpation 
with a freshness and a spirit which he 
does not retain if he persists m any 
one part (unless in case of unusual 
excitement) beyond the length of time 
to which he is accustomed. Women 


are usually (at least in their present 
social circnmstances) of far greater 
versatility than men; and the present 
topic is an instance among mnltitndes, 
how little the ideas and experience of 
women have yet counted for, in fom-- 
ing the opinions of mankind. There 
are few women who would not reject the 
idea that Timrk is made vigorous by being 
protracted, and is inefficient for some 
time after changing to a new thing. 
Even in this case, habit, I believe, 
much more than nature, is the cause 
of the difference. The occupations of 
nine out of every ten men are special, 
those of nine out of every ten women 
general, embracing a multitude of 
details, each of which requires very 
little time. "Women are in the con- 
stant practice of passing quickly from 
one manual, and still mox’e from one 
mental operation to another, which 
therefore rarely costs them either effort 
or loss of time, while a man’s occupation 
generally consists in working steadily 
for a long time at one thing, or one 
very limited class of things. But the 
situations are sometimes reversed, and 
with them the characters. Women 
are not found less efficient than men 
for the uniformity of factory work, or 
they vronld not so generally be em- 
ployed for it ; and a man who has 
cultivated the habit of turning his 
hand to many things, far from being 
the slothful and lazy person described 
by Adam Smith, is usually remarkably 
lively and active. It is true, however, 
that change of occupation may be too 
frequent even for the most versatile. 
Incessant variety is even more fa- 
tiguing than perpetual sameneSs. 

The third advantage attributed by 
Adam Smith to the division of labour, 
is, to a certain extent, real. Inven- 
tions tending to save labour in a par- 
ticular operation, are more likely to 
occur to any one in proportion as his 
thoughts are intensely directed to that 
occupation, and continually employed 
upon it. A person is not so likely to 
make practical improvements in one 
department of things, whose attention 
is very much diveried to others. But, 
in this, much more depends on general 
intelligence and habitual activity of 
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mind, than on exclusiveness of occupa- 
tion ; and if that exclusiveness is 
carried to a degree unfavourable to the 
cultivation of intelligence, there will be 
more lost in this kind of advantage 
than gained. We may add, that what- 
ever may be the cause of making 
inventions, when they are once made, 
the increased efficiency of labour is 
owing to the invention itself, and not 
to the division of labour. 

The greatest advantage (next to the 
dexterity of the workmen) derived from 
the minute division of labour which 
takes place in modern manufacturing 
industry, is one not mentioned by 
Adam Smith, hut to wdiich attention 
has been drawn by Mr. Babbage ; the 
more economical distribution of labour, 
by classing the work-people according 
to their capacity. Different parts of 
the same series of operations require 
unequal degrees of skill and bodily 
strength ; and those who have skill 
enough for the most difficult, or 
strength enough for the hardest parts 
of the labour, are made much more 
useful by being employed^ solely in 
them ; the operations which every- 
body is capable of, being left to those 
who are fit for no others. Production 
is most efficient when the precise 
quantity of skill and strength, which is 
required for each part of the process, 
is employed in it, and no more. The 
operation of pin-making requires, it 
seems, in its different parts, such 
different degrees of skill, that the wmges 
earned by the persons employed vaiy 
from fourpence halfpenny a day to six 
shillmgs ; and if the workman who is 
paid at that highest rate had to perform 
the whole process, he wonld be working 
a part of his time with a waste per 
day equivalent to the difference be- 
tween six shillings and fourpence half- 
penny. Without reference to the loss 
sustained in quantity of work done, and 
supposing even that he could make a 
pound of pins in the same time in 
which ten workmen combining their 
labour can make ten pounds, Mr. Bab- 
bage computes that they would cost, in 
maldng, three times and three-quarters 
as much as they now do Iw means of 
the division of labour. In needle- 


making, he adds, the difference would 
be still greater, for in that, the scale 
of remuneration for different parts of 
the process^ varies from sixpence to 
twenty shillings a day. 

To the advantage which consists in 
extracting the greatest possible amount 
of utility from skill, may he added the 
analogous one, of extracting the utmost 
possible utility from tools. “ If any 
man, ’ says an able wiiter,* “had all 
the tools which many different occupa- 
tions require, at least three-fourths of 
them would constantly he idle and 
useless. It were clearly then better, 
were any society to exist where each 
man had all these tools, and alternately 
carried on each of these occupations, 
that the members of it should, if 
possible, divide them amongst them, 
each restricting himself to some par- 
ticular employment. The advantages 
of the change to the whole community, 
and therefore to every individual in it, 
are gTeat. In the firrt place, the va- 
rious implements, being In constant 
employment, yield a better return for 
what has been laid out in procuring 
them. In consequence their owners 
can afford to have them of better 
quality and more complete construc- 
tion. The result of both events is, that 
a larger provision is made for the 
future wants of the whole society.” 

§ 6. The division of labour, as all 
writers on the subject have remarked, 
is limited by the extent of the market. 
If, by the separation of pin-maldng 
into ten distinct employments, forty- 
eight thousand pins can be made in a 
day, this separation will only be ad- 
visable if the number of accessible 
consumers is such as to require, eveiy 
day, something like forty-eight thou- 
sand pins. If th ere is only a demand 
for twenty-four thousand, the division 
of labour can only b 3 advantageously 
carried to the extent which will eveiy 
day produce that smaller number. 
This, therefore, is a fiirther mode in 
which an accession of demand for 
a commodity tends to increase the 

* Statement of some JSfew Frmciples on the 
mljeot of FoUHcal BaonomVi hy John Eae, 
(Boston, U.S.) P.1G4. . 
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efficiency of the labour employed in its 
production. The extent of tlie market 
may he limited by several causes : too 
small a population ; the popi^ation too 
scattered and distant to be easily ac- 
cessible ; deficiency of roads and water 
carriage ; or, finally, the population too 
pool', that is, their collective labour 
too little efiective, to admit of their 
being large consumers. Indolence, 
want of skill, and want of combination 
of labour, among those who would 
otherwise be buyers of 'a commodity, 
limit, therefore, the practicable amount 
of combination of labour among its pro- 
ducers. In an early stage of civiliza- 
tion, when the demand of ^any par- 
ticular locality was necessarily small, 
industry only flourished among those 
who by their command of the sea-coast 
or of a navigable river, could have the 
whole worl4 or all that part of it 
W'hich lay on coasts or navigable rivers, 
as a market for their productions. 
The increase of the general riches of 
the world, when accompanied with 
freedom of commercial intercourse, im- 
provements in navigation, and inland 
communication by roads, canals, or 
railways, tends to give increased pro- 
ductiveness to the labour of every 
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nation in particular, by enabli ng each 
locality to supply with its special 
products so much larger a maiket, that 
a great extension of the division of 
labour in their production is an ordv 
nary consequence. 

The division of labour is also limited, ■ 
in many cases, by the nature of tlie 
emiDloyment. Agnculture, for example, 
is not susceptible of so great a division 
of occupation as many branches of 
manufactures, because^ its different 
operations cannot possibly be siimil- 
taneous. One man cannot be always 
ploughing, another sowing, and another 
reaping. A workman who only prac- 
tised one agricultural operation would 
he idle eleven months of the year. The 
same person may perform them all in 
succession, and have, in most climates, 
a considerable amount of unoccupied 
time. To execute a gi*eat agricultural 
improvement, it is often necessary that 
many labourers should work together ; 
but in general, except the few whose 
business is superintendence, they all 
work in the same manner. A canal or 
a railway embankment cannot be 
made wdthout a combination of many 
labourers ; but they are all excavators, 
excex^t the engineer and a few clerks. 


CHAPTEE IX. 


OF PROnUCTIOX ox A LARGE, AND 

§ 1. From the importance of com- 
bination of labour, it is an obvious con- 
clusion, that there are many cases in 
wLich production is made much more 
efiective by being conducted on a large 
scale. Whenever it is essential to the 
greatest efficiency of labour that many 
labourers should combine, even though 
only in the way of Simple Co-operation, 
the scale of the enterprise must be 
such as to bring many labourers to- 
gether, and the capital must be large 
enough to maintain them. Still more 
needful is this when the nature of the 
employment allows, and the extent of 
^ihe possible market encourages, a- 

■ P.E. 


PRODUCTION ON A S^IALL SCALE. 

considerable division of labour. The 
larger the enterpiise, the farther the 
dmsion of labour may be carried. This 
is one of the principal causes of large 
manufactories. Even when no addi- 
tional subdivision pf the work would 
follow an enlargement of the opei*a- 
tions, there will be good economy in 
enlarging them to the point at wliicli 
every person to whom it is convenient 
to assign a special occupation, will 
have full employment in that occupa- 
tion. This point is well illustrated by 
Mr. Babbage.-^' 

“ If machines be kept working tlirougli 
* Page 214, et seqq. 


BOOK I CHABTEE IX. § 1. 


82 

the twenty-four hours, ’ ’ (which is evi- 
dently the only economical mode of 
employing them,) “it is necessary that 
some person shall attend to admit the 
workmen at the time they relieve each 
other ; and whether the porter or other 
servant so employed admit one person 
or twenty, his rest mil he equally dis- 
turbed. It will also he necessary occa- 
sionally to adjust or repair the machine; 
and this can be done much’ better by 
a workman accustomed to machine- 
making, than by the person who uses 
it. Xow, since the good performance 
and the duration of machines depend, 
to a very great extent, upon correcting 
every shake or imperfection in their 
parts as soon as they appear, the 
prompt attention of a workman resi- 
dent on the spot will considerably re- 
duce the expenditure arising from the 
wear and tear of the machinery. But 
in the case of a single lace-frame, or a 
single loom, this would be too expensive 
a plan. Here then arises another 
circumstance which tends to enlarge 
the extent of a factory. It ought to 
consist of such a number of machines 
as shall occupy the whole time of one 
workman in keeping them in order : if 
extended beyond that number, the 
same principle of economy would point 
out the necessity of doubling or tripling 
the number of machines, in order to 
employ the whole time of two or three 
skilful workmen. 

“ When one portion of the workman’s 
labour consists in the exertion of mere 
physical force, as in weaving, and in 
many similar arts, it will soon occur to 
the manufacturer, that if that part 
were executed by a steam-engine, the 
same man might, in the case of weav- 
ing, attend to two or more looms at 
once : and, since we already suppose 
that one or more operative engineers 
have been employed, the number of 
looms may be so arranged that their 
time shall he fully occupied in keeping 
the steam-engine and the looms in 
order. 

“ Pursuing the same principles, the 
manufactory becomes gradually so en- 
larged, that the expense of lighting 
during the night amounts to a con- 
siderable sum; and as there are 


already attached to the establishment 
persons who are up all night, and can 
therefore constantly attend to it, and 
also engineers to make and keep in re- 
pair any machinery, the addition of an 
apparatus for making gas to light the 
factory leads to a new extension, at the 
same time that it contributes, by di- 
minishing the expense of lighting, and 
the risk of accidents from fire, to re- 
duce the cost of manufacturing. 

“ Long before a factory has reached 
this extent, it wull have been found 
necessary to establish an accountant’s' 
department, with clerks to pay the 
workmen, and to see that they arrive 
at their stated times; and this de- 
partment must he in communication 
with the agents who purchase the raw 
produce, and with those who sell the 
manufactured article.” It will cost 
these clerks and accountants little more 
time and trouble to pay a large niunhei* 
of workmen than a small number : 
to check the accounts of large transac- 
tions, than of small. If the hxisiness- 
doubled itself, it would probably be 
necessary to increase, but certainly not 
to double, the number either of ac- 
countants, or of ^buying and selling 
agents. Every increase of business 
would enable the whole to he carried on 
with a proportionally smaller amount 
of labour. 

As a general rule, the expenses of a. 
business do not inci’ease by any means 
proportionally to the quantity of busi- 
ness. Let us take as an example, a. 
set of operations which we are ac- 
customed to see carried on by one great 
establishment, that of the Post Office. 
Suppose that the business, let ns say 
only of the London letter-post, instead 
of being centralized in a single concern, 
were divided among five or six com- 
peting companies. Eacliof these would 
be obliged to maintain almost as large 
an establishment as is now sufficient 
for the whole. Since each must arrange 
for receiving and delivering letters in 
all parts of the town, each must send 
letter-carriers into every street, and 
almost every alley, and this too as. 
many times in the day as is now done 
by the Post Office, if the service is to. 
be as well performed. Each must have 
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an office for receiving letters in every full powers of tlie macMne. For both 
neighhomhoocl, witii all subsidiary these reasons, wherever costly ma- 
arrangements for collecting the letters chinery is used, the large system of 
from the different offices and re-dis- production is inevitable. But tlm 
tribiiting them. To this must be added power of underselling is not an this 
the much greater number of superior case so unerring a test as in the former, 
officers who would be required to check of the beneficial effect on the total 
and control the subordinates, implying production of the commum'ty. The 
not only a greater cost in salaries for power of underselling does not depend 
such responsible officers, but the neces- on the absolute increase of produce, 
sity, perhaps, of being satisfied in many but on its bearing an increased propor- 
instances with an inferior .standard of tion to the expenses: which, as was 
qualification, and so failing in the shown in a former chapter,* it may 
object. do, consistently with even a diminution 

‘AYliether or not the advantages oV of the gross annual produce. By the 
tained by operating on a large scale adoption of^ machinery, a circulating 
preponderate in any particular case capital, which was perpetually con- 
over the more watchful attention, and snmed and reproduced, has been ^con- 
greater regard to minor gains and verted into a fixed, capital, requiring 
losses, usually found in small establish- only a small annual expense to keep it 
ments, can be ascertained, in a state up: and a much smaller produce will 
of free competition, by an unfailing suffice for merely covering that ex- 
test. Wherever there are large pense, and replacing the remaining 

n ... •„ circulating capital of the producer. 

The machinery therefore might answer 
perieetly well to the manufacturer, and 
enable him to undersell his competitors,, 
though the effect on the production of 
power of permanently underselling can | the country might be not an increase'-. 
only, generally speaking, be deiived j but a diminution. It is true, the ^ 
from increased effectiveness of labour ; j ‘article will be sold cheaper, and there- , 
and this,' when obtained by a more ex- I fore, of that single article, there will 

' ' ’ ' ' probably be not a smaller, but a greater 

quantity sold; since the loss to the- 
commmiity collectively has fallen upon , 
the work-people, and they are not the . 
and not merely the same produce from principal customers, if customers at 
less labour: it increases not the sur- all, of most branches of manufacture, 
plus only, but the gross produce of But though that particular branch of 
industry. If an increased quantity of industry may extend itself, it will be • 
the particular article is not required, by replenishing its diminished circu- . 
and part of the labourers in conse- dating capital from that of the com- 
quence lose their employment, the munity generally ; and if the labourers 
capital which maintained and employed employed in that department escape 
them is also «et at libei'ty ; and the loss of employment, it is because the 
general produce of the country is in- loss will spread itself over the labouring 
creased, by some other application of people at large. If any of them are- 
their labour. reduced to the condition of unproduc 

Another of the causes of large manu- tive labourers, supported by voliintarj 
factories, however, is the introduction or legal charity, the gross produce of 
of ^processes requiring expensive ina- the country is to that extent perma- 
chinery. Expensive machinery .sup- nently diminished, until the ordinary 
poses a large capital ; and is not re- progi-ess of accumulation makes it iqm 
sorted to except with the intention of hut if the condition of the laboiiring 
producing, and the hope of selling, as classes enable them to bear a tempo' 
much of the article as comes up to the | * Supra, chap, vi. p. 69. 


tended division oi employment, or by 
a classification ^tending 'to a better 
economy'- of skill, always implies a 
greater produce from the same labour, 


business, that one of the two which in 
existing circumstances carries on the 
production at greatest advantage, will 
be able to undersell the other. The 
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raiyreduction of wages, and the snper- however that I do not attach, to tins 
seded labourers become absorbed in saving of labour, the importance often 
other employments, their, labour is ascribed to it. There is undoubtedly 
still productive, and the breach in the much more labour expended in the 
gross produce of the community is re- superintendence of many small capitals 
paired, though not the detriment to than in that of one large capital. Tor 
the labourers; I have restated this this labour however the small pro- 
exposition, which has already been ducers have generally a full compeiisa- 
made in a former place, to impress tion, in the feeling of being their oavii 
more strongly the truth, that a masters, and not servants of an em- 
mode of production does not of neces- ployer. It may be said, that if they 
sity increase the productive effect of value this independence they will sub- 
the collective labour of a community, mit to pay a price for it, and to sell at 
because it enables a particular com- the reduced rates occasioned by the 
inodity to be sold cheaper. The . one competition of the great dealer or ma- 
consequence generally accompanies the nufacturer. But they cannot always 
other, but not necessarily. I will not do this and continue to gain a living, 
■here repeat the reasons I foruoterly They thus gradually disappear from 
gave, nor anticipate those which will society. After having consumed their 
be given more fully hereafter, for deem- little capital in prolonging the unsnc- 
ing the exception to he rather a case cessful straggle, fhey either sink into 
abstractedly possible, than one which the condition of Mired lahourers, or he- 
is frequently realized in fact. come dependent on others for support. 

A considerahle part of the saving of 

labour effected ‘ by substituting the § 2. Production on a large scale is 
large system of production for the greatly promoted by the practice of 
small, is the saving in the labour of forming a large capital by the combi- 
tbe capitalists themselves. If a hun- nation of many small contributions; or, 
dred producers with small capitals in other words, by the formation of 
carry on separately the same business, joint stock companies. The advan- 
the superintendence of each concern tages of the joint stock principle are 
will probably require the w^'hole atten- numerous and important, 
tion of the person conducting it, suffi- In the first place, many undertakings 
ciently at least to hinder his time or require an amount of capital beyond 
thoughts from being disposable for any- the means of tbe richest individual or 
thing else: while a single manufac- private partnership. No individual 
turer possessing a capital equal to the could have made a railway from Lon- 
sum of theirs, with ten or a dozen don to Liverpool ; it is doubtful if any 
clerks, could conduct the whole of their individual could even w^'ork the traffic 
amount of business, and have leisure on it, now when it is made. The go- 
too for other occupations. The small vernment indeed could have done both ; 
capitalist, it is true, generally com- and in countries wdiei'e the practice of 
bines with the business of direction co-operation is only in the earlier 
some portion of the details, which the stages of its growth, the government 
other leaves to his subordinates : the can alone be looked to for any of the 
small farmer follows his owm plough, works for which a great combination 
the small tradesman serves in his own of means is requisite; because it can 
shop, the small weaver plies his own obtain those means by compulsory 
loom. But in this very union of func- taxation, and is already accustomed to 
tions there is, in a gi’eat proportion of the conduct of large operations. For 
cases, a want of economy. The prin- reasons, however, which are tolerably 
cipal in the concern is either wasting, well known, and of which we shall treat 
in the routine of a business, qualities fully hereafter, government agency for 
suitable for the direction of it, or he is the conduct of industrial operations is 
only fit for the former, and then the generally one of the least eligible re- 
latter will be ill done. I must observe sources, when any other is available. 
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Next, tliere are undertakings wMcli 
individuals are not absolutely inca- 
pable of perfoming, but wbicli they 
cannot perform on the scale and vnth 
tbe continuity wbicb are ever jnore 
and more required by tbe exigencies oi 
a society in an advancing state. In- 
dividuals are quite capable of despatcn- 
ing ships from England to any or.every 
part of tbe world, to carry passengers 
and letters ; tbe tiling was done before 
■joint stock companies for tbe purpose 
were beard of. But when, from tbe 
increase of population and transactions, 
as well as of means of payment, tbe 
public will no longer content tbem- 
selves with occasional opportunities, 
but require the certainty that packets 
■shall start regularly, for some places 
once or even twice a day, for others 
once a week, for others that a steam 
ship of great size and expensive con- 
struction shall depart ^on fixed days 
twice in each month, it is evident that 
to afford an assurance of keeping up 
wdth punctuality such a circle of costly 
operations, requires a much larger 
capital and a much larger staff of 
qualified subordinates ^ than can be 
commanded by an individual capitalist. 
There are other cases, again, in which 
though the business might be perfectly 
well transacted with small or mode- 
rate capitals, the guarantee of a great 
subscribed stock is necessary or desir- 
able as a security to the public for the 
fulHlment of pecuniary engagenqents. 
This is especially the case when the 
nature of the business requires that 
numbers of persons should be wnlling 
to trust the concern with their money : 
as in the business of banking, and 
that of insurance : to both of which 
the joint stock principle is eminently 
adapted. It is an instance of the folly 
and jobbery of the rulers of mankind, 
that until a late period the joint stock 
principle, as a general resort, was in 
this country interdicted by law to these 
two modes of business; to banking 
altogether, and to insurance in the 
department of sea risks; in order to 
bestow a lucrative monopoly on par- 
ticular establishments which the go- i 
vernment was pleased exceptionally to j 
license, namely the Bank of England, I 
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and two insuranco companies, the Lon- 
don and the Koyal Exchange. 

Another advantage of joint stock, or 
associated management, is its incident 
of publicity. This is not an invariable, 
but it is a natural, consequence of tbe 
joint stock principle, and might be, as 
in some important cases it already is, 
compulsory. In banking, insurance, 
and other businesses which depend 
wholly on confidence, publicity is a still 
more important element of success than 
a large suhscribed capital. A heavy 
loss occurring in a private hank may he 
kept secret ; even though it were of 
such magnitude as to cause the ruin of 
the concern, the hanker ma;^ still carry 
it on for years, trying to retrieve its po- 
sition, only to fall in the end with a 
greater crash: hut this cannot so easily 
happen in the case of a jointstockoom- 
pany whose accounts are published 
periodically. The accounts, even if 
cooked, still exercise some check ; and 
the suspicions of shareholders, breaking 
out at the general meetings, put the 
public on their guard. 

These are some of the advantages of 
joint stock over individual manage- 
ment. But if we look to the other side 
of the question, we shall find that indi- 
I vidual management has also very great 
I advantages over joint stock. The chief 
of these is the much keener interest of 
the managers in the success of the 
undertaking. 

The administi’ation of a joint stock 
association is, in the main, adminis- 
tration by hired servants. Even the 
committee, or hoard of directors, who 
are supposed to superintend the manage- 
ment, and who do really appoint and 
remove the managers, have ho pecu- 
niary interest in the good working of 
the concern beyond the shares they in- 
dividually hold, wliich are always a 
very small part of the capital of the 
association, and in general but a small 
part of the fortunes of the directors 
themselves ; and the part they take in 
the management usually divides their 
time with many other occupations, of 
as great or greater importance to their 
own interest; the business being the 
principal concern of no one except those 
who are hired to carry it on. But 
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experience sliows, and proverbs, tbe ex- 
pression of popular experience, attest, 
now inferior is the quality of hired 
servants, compared xvith the ministra- 
tion of those personally interested in 
the work, and how indispensable, when 
hired service must be employed, is 
'Mhe master’s eye” to watch over it. 

The successful conduct of an indus- 
trial enterprise requires two quite dis- 
tinct qualifications : fidelity, and zeal. 
The fidelity of the hired managers of a 
concern it is possible to secure. When 
their work admits of being reduced to 
a definite set, of rules, the violation of 
these is a matter on which conscience 
cannot easily blind itself, and on which 
responsibility may be enforced by the 
loss of employment. But to cai-iyon a 
gi'cat business successfully, requires a 
hundred things which, as they cannot 
be defined beforehand, it is impossible 
to convert into distinct and positive 
■obligations. First and principally, it 
requires that the direking mind should 
he incessantly occupied with the sub- 
ject; should be continually laying 
schemes by which greater profit may 
be obtained, or expense saved. This 
intensity of interest in the subject it is 
seldom to be expected that any one 
should feel, who is conducting a busi- 
ness as the hired servant and for the 
profit of another. There are experi- 
ments in human affairs which are con- 
•clusive on the point. Look at the 
whole class of rulers, and ministers of 
estate. The work they are entrusted 
with, is among the most interesting 
and exciting of all occupations ; the per- 
sonal share which they themselves reap 
of the national benefits or misfortunes 
which hefal the state under their rule, 
as far from trifling, and the rewards 
:and punishments which they may ex- 
pect from public estimation are of the 
plain and palpable kind which are 
most keenly felt and most widely ap- 
preciated. Yet how rare a thing is it 
to find a statesman in whom mental 
indolence is not stronger than all these 
inducements. How infinitesimal is the 
proportion who trouble themselves to 
form, or even to attend to, plans of 
public improvement, unless when it is 
made still more troublesome to them 


to remain inactive ; or who have any 
other real desire than that of rubbing 
on, so as to escape general blame. On 
a smaller scale, all who have ever em- 
ployed hired labour have had ample 
expenence of the efforts made to give 
as little labour in exchange for "“the 
wages, as is compatible with not being 
turned off. The universal neglect by 
domestic servants of their employer’s 
interests, wherever these are not" pro- 
tected by some fixed rule, is matter of 
common remark ; unless where long 
continuance in the same service, and 
reciprocal good offices, have produced 
either personal attachment, or some 
feeling of a common interest. 

Another of the disadvantages of joint 
stock concerns, which is in some degree 
common to all concerns on a large scale^ 
is disregard of small gains and small 
savings. In the management of a great 
capital and great transactions, espe- 
cially when the managers have not 
much interest in it of their own, small 
sums are apt to be counted for next to 
nothing ; they never seem worth the 
care and trouble which it costs to attend 
to them, and the credit of liberality and 
openhandedness is cheaply bought by 
a disregard of such trifling considera- 
tions. But small profits and. small ex- 
penses, often .repeated, amount to great 
gains and losses : and of this a large 
capitalist is often a sufficiently good 
calculator to he practically aware ; and 
to arrange his business on a systenif 
which if enforced by a sufficiently vigi- 
lant superintendence, pi'ecludes the pos- 
sibility of the habitual waste, otherwise 
incident to a great business. But the 
managers of a joint stock concern sel- 
dom devote themselves sufficiently to 
the work, to enforce unremittingly, 
even if introduced, through every detail 
of the business, a really economical 
system. 

From considerations of this nature, 
Adam Smith was led to enunciate as a 
principle, that joint stock companies 
could never be expected to maintain 
themselves without an exclusive privi- 
lege, except in branches of business 
whicb like banking, insurance, and 
some others, admit of being, in a con- 
siderable degree, reduced to fixed rules. 
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This liowever is one of tLose over-state- 
ments of a true principle, often met 
with in Adam Smith. In his days there 
were few instances of joint stock com- 
panies which had keen permanently 
snccessfiil without a monopoly, except 
the class of cases which he referred to ; 
‘hut since his time there have been 
many ; and the regular^ increase both 
of the spirit of combination and of the 
ability to combine, will doubtless pro- 
duce many more. Adam Smith fixed 
his observation too exclusively on the 
superior energy and more unremitting 
attention brought to a business in which 
the wdiole stake and the ■whole gain be- 
long to the persons conducting it and 
he overlooked various countervailing 
considerations which go a great "way 
towards neutralizing even that great 
point of superiority. 

Of these one of the most important 
is that which relates to the intellectual 
and active qualifications of the direct- 
ing head. The stimulus of individual j 
interest is some security for exertion, 
but exertion is of little avail if the in- 
telligence exerted is of an inferior order, 
which it must , necessarily be in the 
majority of concerns carried on by the 
persons chie'fiy interested in them, 
where the concern is large, and can 
afford a remuneration sufficient to at- 
tract a class of candidates superior to 
the common average, it is possible to 
select for the general management, and 
for all the skilled employments of a 
subordinate kind, persons of a. degree 
of acquirement and cultivated intelli- 
gence which more than compensates 
for their inferior interest in the result. 
Their greater perspicacity enables 
them, with even a part of their minds, 
to see probabilities of advantage which 
never occur to the ordinary run of men 
by the continued exertion of the whole 
of theirs ; and their superior knowledge, 
and habitual rectitude of perception 
and of judgment, guard them against 
blunders, the fear of which would pre- 
vent the others from hazarding their 
interests in any attempt out of the 
ordinary routine. 

It must be further remarked, that it 
is not a necessary consequence of joint 
stock management, that the persons 
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employed, whether in superior or in 
subordinate offices, should be paid 
wholly by fixed salaries. There are 
modes of connecting mere or less inti- 
mately the interest of the employes 
with the pecuniary success of the con- 
cern. There is a long series of inter- 
mediate positions, between working 
wholly on one’s own account, and work- 
ing by the day, w'eek, or year for an 
invariable payment. Even in the case 
of ordinary unskilled labour, there is 
such a thing as task-work, or working 
by the piece : and the superior effi- 
ciency of this is so well known, that 
jndicious employers always resort to it 
when the work admits of being put out 
in definite portions, wuthout the neces- 
sity of too troublesome a surveillance to 
guard against inferiority in the execii- 
: tion. In the case of the managers of 
joint stock companies, and of the super- 
intending and controlling officers in 
many private establishments, it is a 
common enough practice to connect 
their pecuniary interest with the inte- 
rest of their employers, by giving them 
part of their. remuneration in the form 
of a percentage on the profits. The 
personal interest thus given to hired 
servants is not comparable in intensity 
•to that of the owner of the capital ; hut 
it is sufficient to he a very material 
stimulus to zeal and carefulness, and, 
when added to the advantage of supe- 
rior intelligence, often rai.scs the quality 
of the service much above that whicii 
the generality of masters are capable of 
rendering to themselves. The ulterior 
extensions of which tliis principle of 
remuneration is susceptible, being of 
great social as well as economical im- 
portance, will be more particularly ad- 
verted to in a subsequent stage of the 
present inquiry. 

As I have already remarked of large 
estahlkhments generally, when com- 
pared with small ones, whenever com- 
petition is free its . results will show 
whether individual orjoint stock agency 
is best adapted to the particular case, 
since that which is most efficient and 
most economical will always in the end 
succeed in underselling the other. 

§ 3. The possibility of substituting 
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the large system of production for the 
small, depends, of course, in the first 
place, on the extent of the market. The 
large system can only be advantageous 
when a large amount of business is to 
be done : it implies, therefore, either a 
populous and flourishing community, 
or a great opening for exportation. 
Again, this as well as every other 
change in the system of production is 
greatly favoured by a progressive con- 
dition of capital. It is chiefly when 
the capital of a country is receiving a 
great annual increase, that there is a 
large amount of capital seeking for 
investment : and a new entei’prise is 
much sooner and more easily entered 
upon by new capital, than by with- 
drawing capital from existing employ- 
ments. The change is also much faci- 
litated hy the existence of large capitals 
in few hands. It is true that the same 
amount of capital can be raised by 
bringing together many small sums. 
But this (besides that it is not equally 
well suited to all branches of industry), 
supposes a much greater degree of com- 
mercial confidence and enterprise dif- 
fused through the community, and 
belongs altogether to a more advanced 
stage of industrial progress. 

In the countries in which there, are 
the largest markets, the widest diffu- 
sion of commercial confidence and en- 
terprise, the greatest annual increase 
of capital, and the greatest number of 
large capitals owned by individuals, 
there is a tendency to substitute more 
and more, in one branch of industry 
after an otlieiy large establishments for 
small ones. In England, the chief 
type of all these characteristics, there 
is a perpebial growth not only of large 
manufacturing establishments, but also, 
wherever a suffideTit number of pur- 
chasers are assembled, of shops and 
warehouses for conducting retail busi- 
ness on a large scale. These are almost 
always able to undersell the smaller 
tradesmen, partly, it is understood, by 
means of division of labour, and the 
economy occasioned by limiting the 
employment of skilled agency to cases 
where skill is required ; and partly, no 
doubt, by the' saving of labour aiising 
from the great scale of the transactions ; 


as it costs no more time, and not much 
more exertion of mind, to make a large 
purchase, for example, than a sin all 
one, and very much less than to make 
a number of small ones. 

With a view merely to prodnction, 
and to the greatest efficiency of labour, 
this change is wholly beneficial. In 
some cases it is attended with draw- 
backs, rather social than economical, 
the nature of which has been already 
hinted at. But whatever disadvan- 
tages may he supposed to attend on the 
change from a small to a large system 
of production, they are not applicable 
to the change from a large to a still 
larger. When, in any employment,, 
the regime of independent small pro- 
ducers has either never been possible, 
or has been superseded, and the sys- 
tem of many work-people under one 
management has become fully es- 
tablished, from that time any further 
enlargement in the scale of production 
is generally an unqualified benefit. It 
is obvious, for example, how gi’eat an 
economy of labour would he obtained 
if London were supplied by a single 
gas or water company instead of the 
existing plurality. While there are 
even as many as two, this implies 
double establishments of all sorts, when 
one- only, with a small increase, could 
probably perform the whole operation 
equally well ; double sets of machinery 
and works, when the whole of the gas 
or water required could generally be 
produced by one set only ; even double 
sets of pipes, if the companies did not 
prevent this needless expense by agree- 
ing upon a division of the territory. 
Were there only one establishment, 
it could make lower charges, consist- 
ently with obtaining the rate of pro- 
fit now realized. But would it do so ? 
Even if it did not, the community in 
the aggregate would still be a gaine r 
since the shareholders are a part of 
the community, and they would obtain 
higher profits while the consumers 
paid only the same. It is, however, an 
eiTor to suppose that the prices are 
ever p>ermanently kept down by the 
eorapetition of these companies. Where 
competitors are so few, they always 
end by agreeing not to compete. They 
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may ran a race of clieapness to ruin a 
new candidatej but as soon as be has 
estabbsliecl bis footing they come to 
terms with bim. When, therefore, a 
business of real public importance can 
only be canned on advantageously upon 
so large a scale as to render tbe liberty 
of competition almost illusory, it is an 
unthrifty dispensation of tbe public re- 
sources that several costly sets of ar- 
rangements should be kept up for the 
jjurpose of rendering to the community 
this one service. It is miicb better to 
treat it at once as a public function; 
and if it be not such as the government 
itself could benebciallv undertake, it 
should be made over entire to the com- 
pany or association which will perform 
it on the best terms for tbe public. In 
the case of railways, for example, no 
one can desire to see tbe enormous 
waste of capital and land (not to speak 
of increased nuisance) involved in tbe 
construction of a second railway to 
connect the same places already united 
by an existing one ; while the two 
would not do the work better than it 
could be done by one, and after a short 
time would probably be amalgamated. 
Only one such line ought to be permitted, 
but* the control over that line never 
ought to be parted with by the State, 
unless on a temporary concession, as 
in Irance ; and the vested right which 
Parliament has allowed to be acquired 
by the existing, companies, like all 
other proprietary rights which are op- 
posed to public utility, is morally valid 
only as a claim to compensation, 

§ 4. The question between the. 
large and the small systems of pro- 
duction as applied to agriculture-be- 
tween large and small faimiing, the 
grande and the petite culture — stands, 
in many respects, on different grounds 
from the general question between 
great and small industrial establish- 
ments. In its social aspects, and as 
an element in the Distribution of 
Wealth, tins question will occupy us 
hereafter: but even as a question of 
production, the superiority of the large 
system in agriculture is by no means 
BO clearly established as in manufac- 
tures. 
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I have already remarked, that the 
operations of agriculture are little sus- 
ceptible of benefit from tbe division of 
labour. There is but little separation 
of employments even on the largest 
farms. The same persons may not in 
general attend to the live stock, to the 
marketing, and to the cultivation of 
the soil ; but muck beyond that pri- 
mary and simple classification the 
subdivision is not carried. The com- 
hination of labour of which agiiculture 
is susceptible, is chiefly that which 
Mr. W^akefield terms Simple Co-opera- 
tion; several persons helping one 
another in the same work, at the same 
time and place. But I confess it 
seems to me that this able writer at- 
tributes more importance to that kind 
of co-operation, in reference to apicul- 
ture properly so called, than it de- 
serves. None of tlie common farming 
operations require much of it. There 
is no particular advantage in setting a 
great number of people to •work to- 
gether in ploughing or digging or sow- 
ing the same field, or even in mowing 
or reaping it unless time presse.s. A 
single family can generally, supply all 
the combination of labour necessary 
for these purposes. And in the works 
in which an union of many efforts is 
really needed, there is seldom found 
any impracticability in obtaining it 
where farms are small. 

The waste of productive power by sub- 
division of the land often amounts to a 
great evil, but this applies chiefly to a 
subdivision so minute, that the cultiva- 
tors have not enough land to occupy 
their time. Up to that point the same 
principles wliich recommend large 
manufactones are applicable to agri- 
culture. For tbe greatest productive 
efficiency, it is generally desirable 
(though even tins proposition must be 
received with qualifications) that no 
family who have any land, should have 
less than they could cultivate, or than 
will fuUy employ their cattle and tools. 
These, however, are not the dimensions 
of large farms, hut of what are reckoned 
ill England very small ones. The 
large farmer has some advantage in 
the article of buildings. It does not 
cost so much to house a great number 
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-of cattle in one bnilding, as to lodge 
tliem ec[ually well in several buildings. 
Tliere is also some advantage in im- 
plements. A small farmer is not so 
likely to possess expensive instru- 
ments. But tlie principal agricultural 
implements, even when of the best 
construction, are not expensive. It may 
not answer to a small farmer to own a 
threshing machine, 'for the small quan- 
tity of corn he has to thresh ; hut 
there is no reason why such a machine 
should not in every neighbourhood be 
owned in common, or provided by some 
person to whom the others pay a con- 
sideration for its use ; especially as, 
when worked hy steam, they are so 
•constructed as to he moveable.* The 
large fanner can make some saving in 
cost of carriage. There is nearly as 
much trouble in carrying a small por- 
tion of produce to market, as a much 
greater produce ; in bringing home a 
small, as a much larger quantity of 
manures, and articles of daily con- 
sumption. There is also the greater 
cheapness of buying things in large 
quantities. These various advantages 
must count for something, hut it does 
not seem that they ought to count for 
very much. In England for some 
generations, there' has been little 
■experience of small farms ; hut in Ire- 
land the experience has been ample, 
not merely under the worst but under 
the best management : and the highest 
Irish atithorities may be cited in oppo- 
sition to tlie opinion which on this 
subject commonly prevails in England. 
Mr. Blacker, for example, one of the 
most experienced agriculturists and 
successful improvers in the Xortli of 
Ireland, whose experience was chiefly 
in the best cultivated, which are also 
the most minutely divided parts of the 
country, was of opinion, that tenants 
holding farms not exceeding from five 

* The observations in the text may here- 
after require some degree of modification 
from inventions such as the steam plough 
and the reaping machine. The effect, how- 
ever, of these improvements on the relative 
advantages of large and small farms, will not 
depend on the efficiency of the instruments, 
but on their costliness. I see no reason to 
expect that this will be such as to make 
them inaccessible to small farmers, or com- 
binations of smallfarmers. 


to eight or ten acres, could live com- 
fortably, and pay as high a rent as any 
large farmer whatever. “ I am firmly 
persuaded” (he says,*) “ that the small 
farmer who holds his own plough and 
digs his own ground, if he follows a 
proper rotation of crops, and feeds his 
cattle in the house, can undersell the 
large farmer, or in other words can pay 
a rent which the other cannot afford ; 
and in this I am confirmed by the 
opinion of many practical men who 
have well considered the subject. . . . 
The English farmer of 700 to 800 
acres is a kind of man approaching to 
what is known by the name of a gentle- 
man farmer. He must have his horse to 
ride, and hi s gig, and perhaps an overseer 
to attend to his labourers ; he certainly 
cannot superintend himself the labour 
going on in a farm of 800 acres.” 
After a few other remarks, he adds, 
“ Besides all these drawbacks, which 
the small farmer knows little about, 
there is the great expense of carting 
out the manure from the homestead to 
such a great distance, and again cart- 
ing home the crop. A single horse 
will consuVne the produce of more land 
than would feed a small farmer and 
his wife and two children. And what 
is more than all, the large farmer says 
to his labourers, go to your work ; but 
when the small farmer has occasion to 
hire them, he says, come; the intelli- 
gent reader will, I dare say, understand 
the difference.^’ 

One of the objections most urged 
against small farms is, that they do not 
and cannot maintain,' proportionally to 
their extent, so great a number of cattle 
as large farms, and that this occasions 
such a deficiency of manure, that a soil 
much subdivided must always be im- 
poverished. It will he found, however, 
that subdivision only produces this 
effect when it throws the land into the 
hands of cultivators so poor as not to 
possess the amount of live stock suit- 
able to the size of their, farms. A small 
farm and. a badly stocked farm are not 
synonymous. To make the comparison 
fairly, we must suppose the same 

J?HseJSssay on the Management of Xmded 
Property in Ireland) by ■\ViHiam Blacker, 
Esq. ( 1837 ,) p. 23 . 
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.amount of capital ■v\’hicli is possessed 
by tiie large farmers to be disseminated 
among tlie small ones. AVlien this 
condition, or even any approach to it, 
exists, and when stall feeding is prac- 
tised (and stall feeding now begins to 
be considered good economy even on 
large farms), experience, far from bear- 
ing out the assertion that small farm- 
ing is unfavourable to the multiplica- 
tion of cattle, conclusively establishes 
the very reverse. The abundance ot 
cattle, and copious use of manure, on 
the small farms of Elanders, are the 
most striking features in that Elemisli 
agriculture which is the admiration of 
all competent judges, whether in Eng- 
land or on the Continent.* 

* The number of beasts fed on a farm 
of which the whole is arable land,” (says the 
elaborate and intelligent treatise on Flemish 
Husbandry, from personal observation and 
the best sources, published in the Library of 
the Society for the Diffusion of Useful 
Knowledge,) “is surprising to those who are 
not acquainted with the mode in which the 
food is prepared for the cattle. A beast for 
every three acres of land is a common pro- 
portion, and in very small occupations where 
nauch spade husbandry is used, the propor- 
tion is still greater. After comparing the 
accounts given in a variety of places and 
situations of the average quantity of milk 
which a cow gives when fed in the stall, the 
result is, that it greatly e.x:ceeds that of our 
best dairy farms, and the quantity of butter 
made from a given quantity of milk is 
also greater. It appears astonishing that the 
occupier of only ten or twelve acres of light 
arable land should be able to maintain four 
or five cows, but the fact is notorious in the 
■Waes country.” (pp. 59, 60.) 

This subject is treated very intelligently 
in the work of M. Passy, On Systems of Ctcl- 
■livation and their Injlitence on Social JSeonomy, 
one of the most impartial discussions, as be- 
tween the two systems, which has yet ap- 
peared in France. 

“ Without doubt it is England that, on an 
equal surface, feeds the greatest number of 
animals ; Holland and some parts of Lom- 
bardy can alone vie with her in this respect ; 
but is this a consequence of the mode of cul- 
tivation, and have not climate and local 
situation a share in producing it ? Of this 
I think there can be no doubt. In fact, what- 
ever may have been said, wherever large and 
small cultivation meet in the same place, the 
latter, though it cannot support as many sheep, 
possesses, all things considered, the greatest 
quantity of manure-producing animais. 

“In Belgium, for example, the two pro- 
vinces of smallest farms are Antwerp and 
East Flanders, and they possess on an average 
for every 100 hectares (250 acres) of culti- 
vated land, 74 horned cattle and 14 sheep. 


The disadvantage, when disadvan- 
tage there is, of small, or rather of pea- 
sant farming, as compared with caid- 
talist farming, must chiefly consist in 
inferiority of skill and knowledge ; hut 
it is not true, as a general fact, that 
such inferiority exists. Countries of 
small farms and peasant farming, Flan- 
ders and Italy, had a good agriculture 
many generations before England, and 
theirs- is still, as a whole, probably the 
best agriculture in the world. The 
empirical skill, which is the effect of 
daily and close observation, peasant 
farmers often possess in an eminent 
degi’ee. The traditional knowledge, 

. for example, of the culture of the vine, 
possessed by the peasantry of the 

The two provinces where we find the large 
farms are Namur and Hainaut, and they 
average, for every 100 hectares of cultivated ■ 
ground, only 30 homed cattle and 45 sheep. 
Reckoning, as is the custom, ten sheep as 
equal to one head of horned cattle, we find 
in the first case, the equivalent of 76 bciists 
to maintain the fecundity of the soil ; in the 
latter case less than 35, a difference which 
must be called enormous. (See the statisti- 
cal documents published by the Minister of 
tVie Interior.) The abundance of animals, in 
the parts of Belgium which are most sub- 
divided, is nearly as great as in England. 
Calculating the number in England in pi’o- 
portion only to the cultivated ground, there 
are for each 100 hectares, 65 horned cattle 
and nearly 260 sheep, together equal to 91 
of the former, being only an excess of 15, 
It should besides be remembered, that in 
Belgium stall feeding being continued neax'ly 
the whole year, hardly any of the manure is 
lost, while in England, grazing in the open 
fields diminishes considerably the quantity 
which can be completely utilized. 

“Again, in the Department of theNord, 
the arrondissements which have the smallest 
farms support the greatest quantity of 
animals. While the arrondissements of Lille 
and Hazebrouck, besides a greater number 
of horses, maintain the equivalent of 52 and 
46 head of horned cattle, those of Dunkirk 
and Avesnes, where the farms are larger, 
produce the equivalent of only 44 and 40 
head. (See the statistics of France published 
by the Minister of Commerce.) 

“A similar examination extended to other 
portions of France would yield similar re- 
sults. In the immediate neighbourhood of 
towns, no doubt, the small farmers, having 
no difficulty in purchasing manure, do not 
maintain animals : but, as a general rule, the 
kind of cultivation which takes most out of 
the grmmd must be that which is obligedtobe 
most active in renewing its fertility. Assur- 
edly tile small farms cannot have numerous 
flocks of sheep, and this is an inconvenience ; 
but they support more horned cattle than the 
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countries wliere tlie best wines are 
produced, is extraordinary. There is 
no doubt an absence of science, or at 
least of theory ; and to some extent a 
deficiency of the spirit ofimprovement, 
so far as relates to the introduction of 
new processes. There is also a want 
of means to mahe experiments, which 
can seldom be made with advantage 
except by rich proprietors or capitalists. 
As for those systematic improvements 
which operate on a large tract of coun- 
try at once (such as great works of 
draining or irrigation) or which for 
any other reason do really require large 
numbers of workmen combining their 
labour, these are not in general to he 
expected from small farmers, or even 
small proprietors ; though combination 
among them for such purposes is by no 
means unexampled, and will become 
more common as their intelligence is 
more developed. 

Against these disadvantages is to be 
placed, where the tenure of land is of 
the requisite kind, an ardour of indus- 
try absolutely unexampled in any other 
condition of agriculture. This is a 
subject on which the testimony of com- , 
petent witnesses is unanimous. The 
working of the petite culture cannot 
be I'airly judged where the small culti- 
vator is merely a tenant, and not even 
a tenant on fixed conditions, hut (as 

large farms. To do so is a necessity they 
cannot escape from, in any country where 
the demands of consumers require their ex- 
istence : if they could not fulfil this condi- 
tion, they must perish. 

“ The following are particulars, the exact- 
ness of which is fully attested by the excel- 
lence of the work from which I extract 
them, the statistics of thecommune of Vensat 
(department of Puy de Dome), lately pub- 
lished by Dr. Jussei’aud, mayor of the com- 
mune. They are the more valuable, as they 
throw full light on the nature of the changes 
which the extension of small farming has, in 
that district, produced in the number and 
kind of animals by whose manure the pro- 
ductiveness of the soil is kept up and in- 
creased. The commune consists of 1612 
hectares, divided into 4600 parcelles, owned 
by 591 proprietors, and of this extent 1466 
hectares are under cultivation. In HSO, 
seventeen farms occupied two-thirds of the 
whole, and twenty others the remainder. 
Since then the land has been much divided, 
and the subdivision is now extreme. What 
has been the effect on the quantity of cattle ? 
A considfirable increase, in 1790 there were 


until lately in Ireland) at a nominal 
rent greater than can be ' paid, and 
therefore practically at a varying rent 
always amounting . to the utmost that 
can he paid. To understand the sub- 
ject, it must be studied where the cul- 
tivator is the proprietor, or at least a 
metayer with a permanent tenure; 
where the labour he exerts to increase 
the produce and value of the land 
avails wholly, or at least partly, to his 
own benefit and that of his descend- 
ants. In another division of our sub- 
ject, we shall discuss at some length 
the important subject of tenures of 
land, and I defer till then any citation 
of evidence on the marvellous industry 
of peasant proprietors. It may suffice 
here to appeal to the immense amount 
of gross produce which, even without a 
permanent tenure, English labourers 
generally obtain from their little 
allotments; a produce beyond com- 
parison greater than a large farmer 
extracts, or would find it his interest 
to extract, from the same piece of 
land. 

And this I take to he the true rea- 
son why large cultivation is generally 
most advantageous as a mere invest- 
ment for profit. Land occupied by a 
large farmer is not, in one sense of the 
word, farmed so highly. There is not 
nearly so much labour expended on it, 

only about 300 horned cattle, and from ISOO 
to 2000 sheep ; there are now 676 of the 
former and only 633 of the latter. Thus 
1300 sheep have been replaced by 3/6 oxen 
and cows, and (all things taken into ac- 
count) the quantity of manure has increased 
in the ratio of 490 to 729, or more than 48 
per cent, not to mention that the animals 
being now stronger and better fed, yield a 
much greater contribution than formerly to 
the fertilization of the ground. 

Such is the testimony of facts on the 
point. It is not true, then, that small fann- 
ing feeds fewer animals than large ; on the 
contrary, local circumstances being- the 
same, it feeds a greater number : and this is 
only what might have been presumed ; for, 
requiring more from the soil, it is obliged to 
take greater pains for keeping up its pro- 
ductiveness. All the other reproaches cast 
upon small farming, when collated one by 
one with facts justly appreciated, will bo 
seen to be no better founded, and to have 
been made only because the countries com- 
pared with one andther were differently 
situated in respect to the general causes of 
agiicultural prosperity,” (pp. 116-120.) 
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Tliis is not on account of any economy 
arising from combination of labour, but 
because, by employing less, a greater 
return is obtained* in proportion to the 
outlay. It does not answer to any one 
to pay others for exerting all the la- 
bour which the peasant, or even the 
allotment holder, gladly undergoes 
when the fruits are to be wholly reaped 
by himself. This labour, however, is 
not unproductive ; it all adds to the 
gross produce. AVith anything like 
equality of skill and knowledge, the 
large farmer does not obtain nearly so 
much from the soil as the small pi’O- 
prietor, or the small farmer with ade- 
quate motives to exertion : but though 
his returns are less, the labour is less 
in a still greater degree, and as what- 
ever labour he employs must be paid 
for, it does not suit his purpose to em- 
ploy more. 

But although the gross produce of 
the land is greatest, other things being 
the same, under small cultivation, and 
although, therefore, a country is able 
on that system to support a larger 
aggregate population, it is generally 
assumed by English writers that what 
is termed the net produce, that is, the 
surplus after feeding the cultivators, 
must be smaller; that therefore, the 
population disposable for all other pur- 
poses, for manufactures, for commerce 
and navigation, for national defence, 
for the promotion of knowledge, for the 
liberal professions, for the various 
functions of goverament, for the arts 
and literature, all of which are depen- 
dent on this surplus for their existence 
as occupations, must be less numerous ; 
and that the nation, therefore, (waving 
all question as to the condition of the 
actual cultivators,) must be inferior in 
the principal elements of national 
power, and in many of those of general 
well-being. This, however, has been 
taken for granted much too readily. 
Undoubtedly, the non-agricult ural po- 
pulation will bear a less ratio to the 
agricultural, under small than under 
large cultivation. But that it will be 
less numerous absolutely, is by no 
means a consequence. If the total 
population, agricultural and non-ugri- 
cultural, is giuater, the non-agricultui'‘al 
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portion may be more numerous in itself, 
and may yet be a smaller proportion of 
tbe whole. If the gross produce is 
larger, the net produce may be larger, 
and yet bear a smaller ratio to the 
gross produce. Tet even Mr. AVake- 
field sometimes appears to confound 
these distinct ideas. In France it is 
computed that two-thirds of the whole 
population are agricultural. In Eng- 
land, at most, one-third. Hence lifr. 
Wakefield infers, that “as in France 
only three people are supported by the 
labour of two cultivators, while in Eng- 
land the labour of two cultivators sup- 
ports six people, English agriculture 
is twice as productive as French agri- 
culture,” owing to the superior effi- 
ciency of large farming through com- 
bination of labour. But in the first 
place the facts themselves are over- 
stated. The labour of two persons in 
England does not quite support six 
people, for there is not a little food 
imported from foreign countries, and 
from Ireland. In France, too, the 
labour of two cultivators does much 
more than supply the food of three per- 
sons. It provides the three persons, 
and occasionally foreigners, with flax, 
hemp, and to a certain extent with 
silk, oils, tobacco, and latterly sugar, 
which in. England are wholly obtained 
from abroad; nearly all the timber 
used in France is of home gi-owth, 
nearly all which is used in England is 
imported ; the principal fuehof France 
is procured and brought to market by 
persons reckoned among agriculturists, 
in England by persons not so reckoned. 
I do not take into calculation hides 
and wool, these products being com- 
mon to both countries, nor wune ot 
brandy produced for home consumption, 
since England has a corresponding 
production of beer and spirits ; but 
England has no material export of 
either article, and a great importation 
of the last, while France supplies wines 
and spirits to the whole world. I say 
nothing of fruit, eggs, and such minor 
articles of agricultural produce, in 
which the export trade of France is 
enormous. But, not to lay undue stress 
on these abatements, we will take the 
statement as it stands. Suppose that 
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two persons, in England, do honCi fide 
produce tlie food of sis, while in France, 
ibr the same purpose, the labour of four 
is requisite. Does it follow that Eng- 
landmnst have a larger surplus for the 
support of a non-agricnlturai popula- 
tion ? Ko ; but merely that she can 
devote two-thirds of her whole produce 
to the purpose, instead of one-third. 
Suppose the produce to be twdce as 
great, and the one-third mil amount to 
as^ much as the two-thirds. The fact 
might he, that owing to the greater 
quantity of labour employed , on the 
French system, the same land would 
produce food for twelve persons which 
on the English system would only pro- 
duce it for six : and if this were so, 
which would he quite consistent with 
the conditions of the hypothesis, then 
although the food for twelve was pro- 
duced by the labour of eight, while the 
six were fed hy the labour of only two, 
there would be the same number of 
hands disposable for other emplojbnent 
in the one pountry as in the other. I 
am not contending that the fact is so. 

I know that the gross produce per acre 
in France as a whole (though not in 
its most improved districts) averages 
much less than in England, and that, 
in proportion to the extent and fertility 
of the two countries, England has, in 
the sense we are now speaking of, 
much the largest disposable, popula- 
tion. But the disproportion certainly 
is not to he measured hy Mr. Wake- 
field's simple criterion. As well might 
it be said that agricultural labour 
in the United States, where, by a 
late census, four families in every five 
appeared to be engaged in agricul- 
ture, must be still more inefficient than 
in France. 

The inferiority of French cultivation 
(whieli, taking the country as a whole, 
must be allowed to he real, though 
much exaggerated,) is probably more 
omng to the lower general average of 
industrial skill and energy in that 
country, than to any special cause : 
and even if partly the efi’ect of minute 
subdivision, it does not prove that 
small farming is disadvantageous, but 
only (what is undoubtedly the fact) 
that farms in .Finance are very fi:e- 
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quentiy too small, and, what is worse,, 
broken np into an ' almost incredible 
number of patches OTparcelles, most in- 
conveniently dispersed and parted from 
one another. 

As a question, not of gross, hut . of 
net produce, the comparative merits of 
the grande and ih.Q petite cultiire, 
especially when the small farmer is 
also the proprietor, cannot he looked 
upon as decided. It is a question 
on which good judges at present 
differ. The current of English opinion 
is in favour of large farms: on the 
Oontinent, the weight of authority 
seems to be on the other side. Profes- 
sor Rau, of Heidelberg, the author of 
one of the most comprehensive and 
elaborate of extant treatises on politi- 
cal economy, and who has that large 
acquaintance with facts and authorities, 
on his own subj.ect, which generally 
characterises his countrymen, lays it 
down as a settled truth, that small or 
moderate-sized farms yield not only, a. 
larger giuss but a larger net produce: 
though, he adds, it is desirable there 
should he some great proprietors, to 
lead the way in new improvements.* 
The ^ most apparently impartial and 
discriminating judgment that I have 
met with is that of M. Passy, who 
(always speaking with reference to 
net produce) gives liis verdict in favour 
of large farms for grain and forage : 
hut, ^ for the kinds of culture which 
require much labour and attention, 
places the advantage wholly on the 
side of small cultivation * including in. 
this description, not only the vine and 
the olive, where a considerable amount 
of care and labour must be bestowed on 
each individual plant, but also roots, 
leguminous plants, and those which 
fiurnish the materials of manufactures. 
The small size, and consequent multi- 
plication, of farms, according to all 
authorities, are extremely favourable 
to the abundance of many minor pro- 
ducts of agriculture.f 

Sfee pp. 352 and 353 of a French transla- 
tion published at Brussels in 1839, by M. 
Fred, de Keranieter, of Ghent. 

t “ In the department of the Nord,” says 
M. Passy, “a farm of 20 hectares (50 acres) 
produces in calves, dairy produce, poultry, 
and eggs, a value of sometimes 1000 francs 


peoductiojST on a labo-je 

It is evident tliat every laTbourer wlp 
extracts from tlie land more tlian his 
own food, and that of any family he 
may have, increases the means of sup- 
porting a non-agriciiltural population. 
Even if his surplus is no more than 
enough to buy clothes, the labourers 
who ""make the clothes are a non- 
agricultural population, enabled to 
exist by food which he produces. 
Every agricultural family, therefore, 
which produces its own necessaries, 
adds to the net produce of agidculture ; 
and so does every person born on the 
land, who by employing himself on it, 
adds more to its gross produce than 
the mere food which he eats. It is 
questionable whether, even in the most 
subdivided districts of Europe which 
are cultivated by the proprietors, the 
multiplication of hands on the soil has 
approached, or tends to approach, 
within a great distance of this limit. 
In France, though the subdivision is 
confessedly too great,' there is proof 
positive that it is far from having 
reached the point at wEich it would 
begin to diminish the power of sup- 
porting a non-agricultural population. 
This is demonstrated by the great in- 
crease of the towns; which have of 
late increased in a much greater ratio 
than the population generally,^ show- 
ing (unless the condition of the town 
labourers is becoming rapidly de- 
teriorated, which there is no reason to 
believe) that even by the unfair and 
inapplicable test of proportions, the 
productiveness of agriculture must be 
on the increase. This, too, concur- 
rently with the amplest evidence that 
in the more improved districts of 
France, and in some which, until 
lately, were among the unimproved, 
there is a considerably increased con- 
sumption of country produce by tbe 
country population itself. 

(£4^) a year : which, deducting expenses, is 
an addition to the net produce of 15 to 20 
francs per hectare.” — 0% Systems of Culiwa- 
tion, p. 114. 

* During the interval between the census 
of 1S51 and that of 1856, the increase of the 
population Of Paris alone, exceeded the ag- 
gregate increase of all France ; while nearly 
all the other large towns likewise showed an 
Dcreose. 
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Impressed with the conviction that, 
of all faults which can he committed 
hy a scientific writer on political and 
social subjects, exaggeration, and asser- 
tions beyond the evidence, m^ost require 
to be guarded against, I limited myself 
in the early editions of this work to the 
foregoing very moderate statements. 
I little knew how much stronger my 
language might have been vdthout 
exceeding the truth, and how much 
the actual progress of French agricul- 
ture surpassed anything which I had 
at that time sufficient grounds to^ 
affirm. The investigations of that 
eminent authority bn agricultural sta- 
tistics, M. Leonce de Lavergne, under- 
taken hy desire of the Academy of 
Moral and Political Sciences of the 
Institute of France, have' led to the 
conclusion that since the Eevolution of 
1789, the total produce of French agTi- 
culture has doubled ; profits and wages 
having both increased in about the 
same, and rent in a still greater ratio. 
M. de Lavergne, whose impartiality is 
one of his greatest merits, is, moreover, 
so far in this instance from the sus- 
picion of having a case to make out, 
that he is labouring to show, not how 
much French agriculture has accom- 
plished, hut how much still remains for 
it to do. “We have required” (he 
says) “ no less than seventy years to 
bring into cultivation two million hec- 
tares” (five million English acres) “ of 
waste land, to suppress half onr fallows, 
double our agricultural products, in- 
crease our population hy 30 per cent, 
our wages by 100 per cent, our rent by 
150 per cent. At this rate we shall 
require three quarters of a century 
more to arrive at the point which 
England has already attained.”* 

After this evidence, we have surely 
now heard the last of the incompati- 
bility of small properties and small 
farms with agricultural improvement. 
The only question which remains open 
is one of degree ; the comparative 
rapidity of agricultural improvement 
under the two systems ; and it is the 

*■ JEeonomie Murale de la France dejniis 
1789. Par M. Leonce de Lavex’gne, Membre 
de rinstitut et de la Societe Centrale d’ Agri- 
culture de France, 2ine ed p. 69, 
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general opinion of those who are equally 
well acquainted with both, that im- 
provement is greatest under a due ad- 
mixture between them. 

In the present chapter, I do not enter 
on the question between great and 
small cultivation in any other respect 
than as a question of production, and 


of the efficiency of labour. We shall 
return to it hereafter as affecting the 
distribution of the produce, and the 
physical and social well-being of the 
cultivators themselves ; in which aspects 
it deserves, and requires, a still more 
particular examination. 


CHAPTEE X. 


OP THE LAW OP THE 

§ 1. We have now successively 
considered each of the agents or condi- 
tions of production, and of the means 
hy ■svhich the efficacy of these various 
agents is : promoted. In order to 
come to an end of the questions 
which relate exclnsively to produc- 
tion, one more, of primary importance, 
remains. 

Production is not a fixed, but an in- 
creasing thing. When not kept hack 
hy had institutions, or a low state of 
the arts of life, the produce of industry 
has usually tended to increase ; stimir- 
lated not only by the desire of the pro- 
ducers to augment their means of 
consumption, hut hy the increasing 
number of the consumers. Nothing in | 
political economy can he of more im- 
portance than to ascertain the law of i 
this increase of production ; the condi- 
tions to which it is subject ; whether it 
has practically any limits, and what 
these are. There is also no subject in 
political economy which is popularly 
less understood', or on which tUe errors 
committed are of a character to pro- 
duce, and do produce, gi’eater mis- 
chief. 

We have seen that the essential re- 
quisites of production are three — labour, 
capital, and natural agents ; the term 
capital including all external and phy- 
sical requisites which are products of 
labour, the term natural agents all those 
which are not. But among natural 
agents we need not take into account 
those which, existing in unlimited 
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quantit}’’, being incapable of appropria- 
tion, and never altering in their quali- 
ties, are always ready to lend an equal . 
degree of assistance to production, 
whatever may be its extent ; as air, 
and the light of the sun. Being now 
about to consider the impediments to 
production, not the facilities for it, 
we need advert to no other natural 
agents than those which are liable to 
he deficient, either in quantity or in 
productive power. These may he all 
represented by the term land. Land, 
in the narrowest acceptation, as the 
source of agricultural produce, is the 
chief of them ; and if we extend the 
term to mines and fisheries — ^to what 
is found in the earth itself, or in tlie 
waters wdiich jpartly cover it, as well as 
to wdiat is grown or fed on its surface, 
it embraces everything with wdiich we 
need at present concern ourselves. 

We may say, then, without a greater 
stretch of language than under the 
necessary explanations is permissible, 
that the requisites of production are 
Labour, Capital, and Land. The in- 
crease of production, therefore, depends 
on the properties of these elements. It , 
is a result of the increase either of the 
elements themselves, or of their pro- 
ductiveness. The law of the increase 
of production must he a consequence' of 
the laws of these elements ; the limits 
to the increase of production must he 
the limits, whatever they are, sei by 
those laws. AVe proceed to consider 
the three elements successively, with 
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Tefereiice to tliis effect*; or in other 
"words, the law of the increase of pro- 
duction, viewed: in respect of its de- 
pendence, first on Labour, secondly on 
Capital, and lastly on Land'. 

§ 2. The increase of labour is the 
increase of mankind ; of population. 
On tins subject tlie discussions excited 
by the Essay of Mr. Maltlius have 
made the truth, though by no means 
universally admitted, yet ^ so ^ fully 
known, that a briefer examination of 
the question than would otherwise have 
been necessary will probably on the 
present occasion suffice. 

The power of multiplication inherent 
in all organic life may be regarded as 
infinite. There is no one species of 
vegetable or animal, which, if the earth 
were entirely abandoned to it, and to 
the things on which it feeds, would not 
in a small number of years overspread 
every region of the globe, of which the 
climate was compatible ■with its ex- 
istence. The degree of possible rapidity 
is fflerentin different orders of beings ; 
but in all it is sufficient, for the earth 
to be very speedily filled up. There 
are many species of vegetables of "which 
a single plant will produce in one year 
the germs of a thousand ; if only two 
come to maturity, in fourteen years the 
two will have multiplied to sixteen 
thousand and more. It is but a mode- 
rate case of fecundity in animals to be 
capable of quadrupling their numbers 
in a single year ; if they only do as 
much in half a century, ten thousand 
W' ill have swelled within two centuries 
to upwards of two millions and a half. 
The capacity of increase is necessarily 
in a geometrical progression : the nume- 
rical ratio alone is different. 

To this property of organized heings, 
the human species forms no exception. 
Its power of increase is indefinite, and 
the actual multiplication would be 
extraordinarily rapid, if the po'sver "were 
exercised to the utmost. It never is 
exercised to the utmost, and yet, in 
the most favourable circumstances 
known to exist, which are those of a 
fertile region colonized from an in- 
dustrious and civilized community, 
population has continued, for several 


generations, independently of fresh im- 
migration, to double itself in not much 
more than twenty years, That the 
capacity of multiplication in the human 
species exceeds even this, is evident 
if we consider how gi-eat is the ordinary 
number of children to a family, where 
the climate is good and early mar- 
riages usual ; and how small a propor- 
tion of them die before the age of 
maturity, in. the present state of 
hygienic knowledge, where the locality 
is healthy, and the family adequately 
provided with the means of living. It 
is a very low estimate of the capacity 
of increase, if we only assume, that in 
a good sanitary condition of the people, 
each generation may be double the 
number of the generation which pre- 
ceded it. 

Twenty or thirty years ago, these 
propositions might still have required 
considerable enforcement and illustra- 
tion ; but the e'vidence of them is so 
ample and incontestable, that they 
have made^their way against all kinds 
of opposition, and may now he re- 
garded as axiomatic : though tho 
extreme reluctance felt to admitting 
them, every now and then gives birth 
to some ephemeral theory, speedily 
forgotten, of a different law of increase 
in different circumstances, through a 
providential adaptation of the fecundity 
of the human species to the exigencies 
of society.f The obstacle to a just 

* This has been disputed ; but the highest 
estimate I have seen of tho term which 
population requires for doubling it^elf in the 
United States, independently of inuiiigrants 
and of their progeny— that of Mr. Carey — 
does not e.xceed thirty years. 

t One of these theories, that of Mr. Double* 
day, may be thought to require a passing 
notice, because it.has of late obtained some 
followers, and because it derives a semblance 
of support from the general analogies of 
organic life. This theory maintains that the 
fecundity of the human animal, and of all 
other living beings, is in inverse proportion 
to the quantity of nutriment : that an under- 
fed population multiplies rapidly, but that 
all classes in comfortable circumkances are, 
by a physiologicallaw, so unprolific, as sel- 
dom to keep up their numbers without being 
recruited from a poorer class. There is no 
doubt that a positive excess of i^utriment, 
in animals as well as in fruit trees, is un- 
favourable to -reproduction ; and it is quite 
possible, though by no means proved, that 
the physiological conditions of fecundity may 
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• nuderstanding of tlie subject does not 
arise from these theories, but jfrom too 
oonhised a notion of the causes wMch, 
at most times and places, keep the 
actual increase of mankind so far 
behind the capacity. 

§ 3. Those causes, nevertheless, are 
in no way mysterious. What pre- 
vents the population of hares and 
rabbits from overstocking the earth? 
Not want of fecundity, but causes 
very different : many enemies, and in- 
sufficient subsistence; not enough to 
eat, and liability to being eaten. In 
tlie human race, which is not generally 
subject to the latter inconvenience, 
the equivalents for it are war and 
disease. If the multiplication of man- 
kind proceeded only, like that of the 
other animals, from a blind instinct, it 
would be limited in the same manner 
'with theirs; the births would be as 
numerous as the physical constitution 
of the species admitted of, and the 
population would be kept down by 

-exist in tho greatest degree when the supply 
•of food is some'vrhat stinted. But any one 
•who might be inclined to dra-w from this, 
oven if admitted, conclusions at variance 
with the principle of Mr. Malthus, needs 
only be invited to look through a volume of 
the Peerage, and observe the enormous fami- 
lies almost universal in that class; or call 
to mind the large families of the English 
-clergy, and generally of the middle classes of 
England. It is, besides, well remarked by 
Mr. Carey, that, to be consistent with Mr. 
Doubleday’s theory, the increase of the popu- 
lation of the United States, apart from im- 
migration, ought to be one of the slowest on 
record. 

Mr. Carey has a theory of his own, also 
grounded on a physiological truth, that the 
total sum of nutriment received by an or- 
ganized body directs itself, in largest propor- 
tion, to the parts of the system ■which are 
most used; from tvhich he anticipates a 
diminution in the fecundity of human beings, 
not through more abundant feeding, but 
through the greater use of their brains inci- 
dent to an advanced civilization. There is 
<*onsidei‘abIe plausibility in this speculation, 
And experience may hereafter confirm it. 
But the change in the human constitution 
which it supposes, if ever realized, will con- 
‘duce to .the expected effect rather by ren- 
dering physical self-restraint easier, than by 
dispensing with its necessity ; since the most 
rapid known rate of multiplication is quite 
•compatible with a very sparing employment 
of the multiplying power. 


deaths.^ ^Biit tlie conduct of bunian 
creatures is more or less influenced by 
foresight of consequences, and by im- 
pulses superior to mere animal in- 
stincts : and they do not, therefore, 
propagate like swine, hut are capable, 
though in very unequal degrees, of 
being withheld by prudence, or by the 
social affections, from giving existence 
to beings born only to misery and pre- 
mature death. In proportion as man- 
kind rise above the condition of the 
heasts, population is restrained by the 
fear of want, rather than by •want 
itself. Even where there is no question 
of staxwation, many are similarly acted 
upon by the apprehension of losing 
what have come to be regarded as the 
decencies of their situation in life. 
Hitherto no other motives than these 
two have been found strong enough, in 
the generality of mankind, to counter- 
act the tendency to increase. It has 
been the practice of a great majority 
of the middle and the poorer classes, 
whenever free from external control, 
to marry as early, and in most coun- 
tries to have as many children, as was 
consistent ■with maintaining themselves 
in the condition of life wffiich they were 
horn to, or -were accustomed to consider 
as theirs. Among the middle classes, 
in many individual instances, there is 
an additional restraint exercised from 
the desire of doing more than main- 

* Ml’. Carey expatiates on the absurdity of 
supposing that niattex’ tends to assume the 
highest form of organization, the human, at 
a more rapid rate than it assumes the lower 
forms which compose human food ; that 
human beings multiply faster than turnips 
and cabbages. But the limit to the increase 
of mankind, according to the doctrine of Mr. 
Malthus, does not depend on the power of 
increase of turnips and cabbages, hut on the 
limited quantity of the land on which they 
can be grown. So long as the quantity of 
land is practically unlimited, which it is in 
the United States, and food, consequently, 
can be increased at the highest rate which 
is natural to it, mankind also may, without 
augmented difficulty in obtaining subsistence* 
increase at their highest rate. When Mr. 
Carey can show, not that turnips and cab- 
bages but that the soil itself, or the nutritive 
elements contained in it, tend naturally to 
multiply, and that, too, at a rate exceeding 
the most rapid possible increase of mankind, 
he will ha-ve said something to the purpose. 
Till then, this part, at least, of his argument 
may be considered as non-existent. 
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taining tlieir circumstances — of im- 
proving tliern; but such a desire is 
rarely foimdj or rarely has that effect, 
in the labouring classes. If they can 
bring up a family as they were them- 
selves brought lip, even tlm prudent 
, among them are usually satisfied. Too 
often they do not think even of that, 
but rely on fortune, or on the resources 
to be found in legal or voluntary 
charity. 

In a very backward state of society, 
iike that of Europe in the Middle Ages, 
and many parts of Asia at present, 
population is kept down by actual 
starvation. The starvation does not 
take place in ordinary years, but in 
seasons of scarcity, which in those 
states of society are much more he- 
q^uent and more extreme than Europe 
is now accustomed to. In these seasons 
actual want, or the maladies conse- 
quent on it, carry off numbers of the 
population, which in a succession of 
favourable years again expands, to be 
again cruelly decimated. In a more 
improved state, few, even among the 
poorest of the [people, are limited to 
actual necessaries, and to ^a bare 
sufficiency of those : and the increase 
is kept within bounds, not by excess 
of deaths, but by limitation of births. 
The limitation is brought about in 
various ways. In some countries, it is 
the result of prudent or conscientious 
self-restraint. There is a condition to 
which the labouring people are ha- 
bituated; they perceive that by having 
too numerous families, they must sink 
below that condition, or fail to trans- 
mit it to their children ; and this they 
do not choose to submit to. The 
countries in which, so far as is known, 
a gi-eat degree of voluntary prudence 
has been longest practised on this 
subject, are Nomay -and parts of 
Switzerland. Concerning both, there 
happens to he unusually authentic in- 
formation; many facts were carefully 
brought together by Mr. Malthiis, and 
much additional evidence has been 
obtained since his time. In both these 
countries the increase of population is 
very slow ; and what checks it, is not 
multitude of deaths, but fewness of 
births. Both the births and the 


deaths are remarkably few in propor- 
tion to the population ; the average 
duration of life is the longest in 
Europe ; the population contains fewer 
children, and a greater proportional 
number of persons in the vigour of life, 
than is known to he the case in any 
other part of the world. The paucity 
of births tends directly to prolong life, 
by keeping the people in comfortable 
circumstances ; and the same prudence 
is doubtless exercised in avoiding 
causes of ’disease, as in keeping clear 
of the principar cause of poverty. 
It is worthy of remark that tlie 
two countries thus honourably distin- 
guished, are countries of small landed 
proprietors. 

There are other cases in which the 
nidence and forethought, which per- 
aps might not be exercised by the 
people themselves, are exercised by the 
state for their benefit ; marriage not 
being permitted until the contracting 
parties can show that they have the 
prospect of a comfortable support. 
Under these laws, of which I shall 
speak more fully hereafter, the condi- 
tion of the people is reported to be 
good, and the illegitimate births not 
so numerous as might be expected. 
There are places, again, in which the 
restraining cause seems to be not so 
much individual prudence, as some 
general and perhaps even accidental 
habit of the country. In the rural 
districts of England, during the last 
century, the gi’owth of population was 
very effectually repressed by the diff- 
ciilty of obtaining a cottage to live in. 
It was the custom for unmarried la- 
bourers to lodge and board with their 
employers ; it was the custom for mar- 
ried labourers to have a cottage : and 
the rule of the English poor laws by 
which a parish was charged with the 
support of its unemployed poor, ren- 
dered landowners averse to promote 
marriage. About the end of the cen- 
tury, the ^eat demand for men in war 
and manutactures, made -it he thought 
a patriotic thing to encourage popula- 
tion:^ and about the same time the 

g rowing inclination of farmers to live 
ke rich people, favoured as it was by 
a long period of high prices, made 
H2 
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tliem desirous of keeping inferiors at 
a greater distance, and pecuniary 
motives arising from abuses of tlie 
poor laws being superadded, they 
gradually drove their labourers into 
cottages, which the landlords now no 
longer refused permission to huild. In 
some countries an old standing custom 
that a girl should not marry until she 
had spun and woven for herself an 
ample trousseau (destined for the 
supply of her whole subsequent life), is 
said to have acted as a substantial 
check to population. In England, at 
present, the influence of prudence in 
ke'eping down multiplication is seen by 
the diminished number of marriages 
in the manuiacturing districts in years 
when trade is had. 

But whatever he the causes by 
which the population is anywhere 
limited to a comparatively slow rate of 
increase, an acceleration of the rate 
very speedily follows any diminution of 
the motives to restraint. It is hut 
rarely that improvements in the con- 
dition of the labouring classes do any- 
thing more than give a temporary 
margin, speedily fllled up by an in- 
crease of their numbers. Idle use they 
commonly choose to make of any ad- 
vantageous change in their circum- 
stances, is to take it out in the form 
wliich, by augmenting the population, 
deprives the succeeding generation of 
the heneflt. Unless, either by their 
general improvement in intellectual 
and moral culture, or at least by 
raising their habitual standard of com- 
fortable living, they can he taught to 
make a better use of favourable cir- . 


cumstances, nothing permanent can be 
done for them ; the most promising- 
schemes end only in having a more 
numerous, but not a happier people.. 
By their habitual standard, I mean 
tliat (when any such there is) down to- 
which they -will multiply, but not 
lower. Every advance they make in 
education, civilization, and social im- 
provement, tends to raise this standard; 
and there is no doubt that it is gra- 
dually, though slowly, rising in the 
more advanced countries of Western 
Europe. Subsistence and employments 
in England have never increased niore 
rapidly than in the last forty years, 
hut every census since 1821 showed a 
smaller proportional increase of popula- 
tion than that of the period pi-ececling ; 
and the produce of Erench agriculture 
and industry is increasing in a pro- 
gi-essive ratio, while the population 
exhibits, in every quinquennial census, 
a smaller proportion of births to the 
population. 

The subject, however, of population, 
in its connexion with the condition of 
the labouring classes, will be con- 
sidered in another place: in the 
present, we have to do with it solely as 
one of the elements of Production: and 
in that character we could not dis- 
pense with pointing out the unlimited 
extent of its natural powers of increase, 
and the causes owing to which so- 
small a portiom of that unlimited 
power is for the most part actually 
exercised. After this brief indica- 
tion, w’o shall proceed to the other 
elements. 


CHAPTEE XL 


OP THE LAW OF THE 

§ 1. The requisites of production 
being labour, capital, and land, it has 
been seen from the preceding chapter 
that the impediments to the increase 
of production do not arise from the 
first of these elements. On the side 


INCREASE OF CAPITAL. 

of labour there is no obstacle to an 
increase of production, indefinite in 
extent and of unslackening rapidity. 
Population lias the power of increasing- 
in an uniform and rapid geometrical 
ratio. If the only essential conditioir 
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of production were labour, tlie produce 
migbt, and naturally would, increase 
in tl|p same ratio and tliere would-be 
no limit, until the numbers of mankind 
were' brought to a stand from actual 
want of space. 

But production has other requisites, 
and of these, the one which we shall 
next consider is Capital. There cannot 
be more people in any country, or in 
the world, than can be supported from 
the produce of past labour until that 
of present labour comes in. There 
will be no greater number of productive 
labourers in any country, or in the 
world, than can be supported from that 
portion of the produce of past labour, 
which is spared from the enjoyments 
of its possessor for purposes^ of repro- 
duction, and is termed Capital. We 
have next, therefore, to inquire into 
the conditions of the increase of capi- 
tal ; the causes by which the rapidity 
of its increase is determined, and 
the necessary limitations of that in- 
crease. 

. Since all capital is the product of 
saving, that is, of abstinence from 
present consumption for the sake of a 
futnre geod, the increase of capital 
must depend upon two things — the 
amount of the fund from which saving 
can he made, and the strength of the 
dispositions which prompt to it. 

The fund from wliicli saving can he 
made, is the surplus of the produce of 
labour, after suppl.ying the necessaries 
of life to all concerned in the produc- 
tion; (including those employed in 
replacing* the materials, and keeping 
the lixed capital in repair.) More 
than this surplus cannot be saved 
under any circumstances. As much 
as this, though it never is saved, 
always might he. This surpluses the 
fund from which the enjoyments, as 
distingmshed from the necessaries of 
the producers, are provided; it is the 
fund from which all are subsisted, who 
are not themselves engaged in produc- 
tion ; and from which all additions are 
made to capital. It is the real net 
produce of the country. The phrase, 
net produce, is often taken in a more 
limited sense, to denote only the profits 
of the caoitalist and the rent of the 


landlord, under the idea tliat nothing 
can he included in the net produce of 
capital, hut wdiat is returned to the 
owner of the capital after replacing 
his expenses. But this is too naiTOw 
an acceptation of the term. The 
capital of the employer forms the 
revenue of the labourers, and if this 
exceeds the necessaries of life, it gives 
them a surplus which they may either 
expend in enjoyments or save. ■ For 
every purpose for which there can he 
occasion to speak of the net produce of 
industry, this surplus ought to be in- 
cluded in it. When tins is included, 
and not otlierudse, the net produce of 
the country is the measure- of its 
efi'ective power ; of what it can spare 
for any purposes of public utility, or 
private indulgence; the portion of 
its produce of which it can dispose at 
pleasure ; which can be di-awn upon 
to attain any ends, or gratify any 
wishes, cither of the government or 
of indhdduals; which it: can either 
spend for its satisfaction, or save for 
future advantage. 

The amount of this fund, this net 
produce, this excess of production 
above the physical necessaries of the 
producei's, is one of the elements tliat 
determine the amount of saving. The 
greater the produce of labour after 
supporting the labourers, the more 
there is which , can be saved. The 
same thing also partly contributes' to 
determine how much loill he saved. 
A part of the motive to saving consists 
in the prospect of deriving an income 
from savings ; in the fact that ca|)ital, 
employed in production, is ’caiiahle of 
not only reproducing itself hut yielding 
an increase. The greater tlie profit 
that can he made from capital, the 
strongeris the motive to its accuimx- 
lation. That indeed which forms the 
inducement to save, is not the whole 
of the fund which supplies the means 
of saving, not the whole net produce of 
the land, capital, and labour of the 
country, hut only a part of it, the par" 
w’hich forms the remuneration of the 
capitalist, and is called profit of stock. 
It will however be readily enough 
understood, even previously to tlie ex- 
planations 'which will be given here- 
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after, tliat wlien tlie general ^ produc- 
tiveness of labour and capital is great, 
the returns to tbe capitalist are likely 
to be large, and that some proportion, 
tbougb not an imiform one, will com- 
monly obtain between tlie two, 

§ 2. But the disposition to save 
does not wholly depend on the external 
inducement to it; on the amount of 
profit to be made from savings. With 
the same pecuniary inducement, the 
inclinatiGn is ver;;f different, in differ- 
ent persons, and in different commu- 
nities. The effective desire of accumu- 
lation is of unequal strength, not only 
according to the varieties of. individual 
character, but to the general state of 
society and ciwlization. Like all 
othfer moral attributes, it is one in 
which the human race exhibits great 
differences, conformably to the diver- 
sity of its circumstances and the stage 
of its pro^*ess. 

On topics which if they were to he 
full)^ investigated would exceed the 
hounds that can he allotted to them 
in this treatise, it is satisfactory to he 
able to refer to other works in which 
the necessary developments have been 
presented more at length. On the 
subject of Population this valuable 
semce has been rendered by the 
celebrated Essay of Mr. Malthus ; 
and on the point which now occupies 
us 1 can refer with equal confidence to 
another, though a less known work, 
^‘New Principles of Political Eco- 
nomy,” by I)r. Eae.*' In no other 

* This treatise is an example, such as not 
nnfrequently presents itself, how much more 
depends on accident, than on the qualities 
of a boob, in determining its reception. Had 
it appeai’ed at a suitable time, and been fa- 
voiu'ed by circumstances, it would have had 
every requisite for great success. The author, 
a Scotchman settled in the United States, 
unites much knowledge, an original vein of 
thought, a considerable turn for philosophic 
generalities, and a manner of exposition and 
illustration calculated to make ideas tell not 
only for what they are worth, but for more 
than they are worth, and which sometimes, 
I think, has that elfect in the writer’s own 
mind. The principal fault of the book is 
the position of antagonism in which, with 
the controversial spirit apt to be found in 
those who have new thoughts on old subjects, 
he has placed himself towards Adam Smith. 
I call this a fault, (though I think many of 


book known to me is so much light- 
thrown, both from principle and 
history, on the causes which deter- 
mine the accumulation of capital. 

All accumulation involves the sacri- 
fice of a present, for the sake of a 
futoe good. But the expediency of such 
a sacrifice varies very much in different 
states of circumstances; and the wil- 
lingness to make it, varies still more. 

In weighing the future against the- 
present, the uncertainty of all things 
future is a leading element ; and that 
uncertainty is of very different degrees, 
“All circumstances,’’ therefore, “in- 
creasing the probability of the provi- 
sion we make for futurity being en- 
joyed by ourselves or others, tend’^' 
justly and reasonably “to. give 
strength to the effective desire of 
accumulation. Thus a healthy climate 
or occupation, by increasing the pro- 
bability of life, has a tendency to add 
to this desire. ‘\\Tien engaged in 
safe occupations, and living in healthy 
countries, men are much more apt to- 
be frugal than in unhealthy or hazard- 
ous occupations, and in climates per- 
nicious to human life. Sailors and 
soldiers are prodigals. In the West 
Indies, Kew Orleans, the East Indies, 
the expenditure of the inhaMtants is 
profuse. The same people, coming to- 
reside in the healthy parts of Europe, 
and not getting into the vortex of 
extravagant fashion, live economically. 
War and pestilence have always waste 
and luxury among the other evils that 
follow in their train. For similar 
reasons, whatever gives security to the- 
affairs of the community is favourable 
to the stz'ength of this principle. In 
this respect the general prevalence of 
law .and order, and the prospect of the 
continuance of peace and tranquillity, 
have considerable influence. ”t The 
more perfect the security, the gi-eater 

the criticisms just, and some of them far- 
seeing), because there is much less real dii- 
ference of opinion than might be supposed 
from Dr. Rae’s animadversions ; and because 
what he has found vulnerable in his great 
predecessor is chiefly the “ human too much'* 
in his premises; the portion of them that is 
over and above what was either required or- 
is actually used for the establishment of his- 
conclusions. , 

t Rae,p. 123. 
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■will te the effective strenrth of the § 3. From these various^ causes, in- 
desire of accumulation. Wliere pro- tellectual and moral, mere is, in ditier- 
perty is less safe, or tlie vicissitudes ent portions of tlie Inpnan race, a 
ruinous to fortunes are more frequent greater diversity than is^ usually ad- 
and severe, fewer persons will save at verted to, in the strengtli of the eliective 
all, and of those who do, many will desire of accumulation. A backward 
require the inducement of a higher state oi general civilization is often 
rate of profit on capital, to make them more the effect ^of deficiency in this 
prefer a doubtful future to the tempta- particular than in many others which 
tion of present enjoyment. attract more attention. In the cir- 

These are considerations which affect cumstances, for example, of a hunting 
the expediency, in the eye of reason, tribe, “man may be said to be neces- 
of consulting future interests at the sarily improvident,^ and regardless of 
expense of present. But the inclination futurity, because, in this_^ state, the 
to make this sacrifice does not solely future presents nothing which can be 
depend upon its expediency. The dis- with certainty either foreseen or go- 
position to save is often far short of verned. . . Besides a want of the 
what reason would dictate : and at motives exciting to provide for the 
other times is liable to be in excess of it. needs of futurity through means of the 
Deficient strength of the desire of abilities of the present, there is a want 
accumulation may arise from improvi- of the habits' of perception and action, 
dence, or ftom want of interest in leading to a constant connexion in the 
others. Improvidence may he con- mind of those distant points, and of the 
nected with intellectual as well as series of events serving to unite them, 
moral causes. Individuals and com- Even, therefore, if motives he awakened 
munities of a very low state of intelli- capable of producing the exertion ne- 
gence are always improvident. A cessaryto effect this connexion, there 
certain measure of intellectual develop- remains the task of training the mind 
ment seems necessary to enable absent to think and act so as to establish it.” 
things, and especially things future, to For instance: “Upon the banks of 
act with any force on the ima^nation the St. Lawrence there are several 
and will. The effect of want of interest little Indian villages. They are sur- 
in others in diminishing accumulation, rounded, in general, by a good deal of 
will be admitted, if we consider how land, from which the wood seemiS to 
much saving at present takes place, have been long extirpated, and have, 
■which has for its object the interest of besides, attached to them, extensive 
others rather than of ourselves ; the tracts of forest. The cleared land is 
education of children, their advance- rarely, I may almost say never, culti- 
ment in life, the future interests of vated, nor are any inroads made in the 
other personal connexions, the power forest for such a purpose. The soil is, 
of promoting by the bestowal of money nevertheless, fertile, and were it not, 
or time, objects of puhlic or private manure lies in heaps by their houses, 
usefulness. If mankind were generally Were every family to inclose half an 
in the state of mind to which some acre of ground, till it, and plant it in 
approach was seen in the declining potatoes and maize, it ■would yield a 
period of the Roman empire — caring sufficiency to support them one-half 
nothing for their heirs, as ■well as the year. They suffer, too, every now 
nothing for friends, the public, or any and then, extreme want, insomuch 
object which survived them — >they that, joined to occasional intemperance, 
would seldom deny themselves any in- it is rapidly reducing their numbers, 
diligence for the sake of saving, beyond This, to us, so strange apathy proceeds 
what was necessary for their own future not, in any great degree, from repiig- 
years; which they would place in life nance to labour; on the contrary, they 
annuities, or in some other form which apply very diligently to it when its 
and their reward is immediate. Thus, besides 
their peculiar occupations of hunting 
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and fisliiiig, in winch they are ever that given hy the wliites. The same 
ready to engage, they are mnch em- portions of gTonnd being cropped with- 
ployed in the navigation of the St. out remission, and inanare not being 
Xawrence, and may be seen labouring used, they would scarcely yield any 
at the oar, or setting with the pole, in return, were not the soil most carefully 
the large boats used for the purpose, broken and pulverized, both with the 
and always famish the greater part of hoe and the hand. In such a situation 
the additional hands necessary to con- a white man would clear a fresh piece 
duct rafts through some of the rapids, of gi'Oiind. It w^ould perhaps scarce 
Nor is the obstacle aversion to agrh repay his labour the first year, and he 
cultural labour. This is no doubt a would have to look for his reward in 
prejudice of theirs ; but mere prejudices succeeding years. OntheTndian,suc- 
always yield, principles of action cannot ceeding years are too distant to make 
be created. . When the returns from sufficient impression ; though, to obtain 
agricultural labour are speedy and what labour may bring about in the 
great, they are also agriculturists, course of a few months, he toils even 
Thus, some of the little Islands on more assiduously than the white man.’’* 
Lake St. Eranois, near the Indian This view of things is confinned hy 
village of St. Regis, are favourable to the experience of the Je suits, in their in- 
the growth of maize, a plant yielding teresting efforts to civilize the Indians 
a return of a himdredfold, and forming, of Paraguay. They gained the confi- 
even when half ripe, a pleasant and dence of these savages in a most 
suhstantial repast. Patches of the extraordinary degree. They acquired 
best land on these islands are, there- influence over them sufficient to make 
fore, every year cultivated by them for them change their whole manner of 
this purpose. As their situation renders life. Theyobtainedtheirabsolutosub- 
them inaccessible to cattle, no fence is mission and obedience. They estab- 
required ; wmre this additional outlay lished peace. They taught them all 
necessary, I suspect they w’ould be the operations of European, agricul- 
neglccted, like the commons adjoining ture, and many of the more difficult 
their village. These had apparently, arts. There • were everywhere to be 
at one time, been under crop. The seen, according to Charlevoix, “ work- 
cattle of the neighbouring settlers shops of gilders, painters, sculptors, 
would now, however, destroy any crop goldsmiths, watchmakers, carpenters, 
not securely fenced, and this additional joiners, dyers,” &c. These occupations 
necessary outlay consequently bars were not practised for the personal 
their ciiltare. It removes them to an gain of the artificers : the produce was 
order of instruments of slower return at the absolute disposal of the mis- 
than that which corresponds to the sionaries, wdxo ruled the people by a 
strength of the effective desire of accu- voluntary despotism. The obstacles 
mulation in this little society. arising from aversion to labour wfere 

“ It is here deserving of notice, that therefore very completely overcome, 
what instruments of this kindthej^do The real difficulty was the improvi- 
' form, are completely formed. The dence of the people ; their inability to 

small spots of corn they cultivate are think for the ratine ; and the necessity 

thoroughly weeded and. hoed. A little accordingly of the most unremitting 
neglect in this part would indeed re- and minute superintendence on the 
duce the crop very much; of this ex- part of their instructors. “Thus at 
perieiice has made them perfectly first, if these gave up to them the care 
aware, and they act accordingly. It is of the oxen with which they ploughed, 
etidently not the necessary labour that their indolent thoughtlessness ivould 
is the obstacle to more extended cul- pi'obably leave them at evening still 
ture, but the distant return from that yoked to the implement. W^orae than 
labour. I am assured, indeed, that this, instances occurred where they cut 
1 among some of the more remote tribes, them up for supper, thinking, when re- 

j the labour thus expended much exceeds ^ ®Itae, p. 13G* 
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prelieTided, tlmt they sufficiently ex- 
cused themselves by saying' they were 
hungry. ... These fathers, says Ul- 
loa, have to visit the houses, to examine 
what is really wanted : for, without this 
care, the Indians would never look after 
anything. They must he present, too, 
when animals are slaughtered, not only 
that the meat may be equally divided, 
but that nothing may be lost.” “ But 
notwithstanding all this care and su- 
■ perintendence,’ ’ says Charlevoix, “ and 
all the precautaons whicli are ' taken to^ 
prevent any want of the necessaries of 
life, the missionaries are sometimes 
much embarrassed. It often happens 
that they” (the Indians) “do not reserve 
to themselves a sufficiency of grain, 
even for seed. As for their other pro- 
visions, were* they not well looked after, 
they would soon be without where- 
withal to support life.”*'^^ 

As an example intermediate, in the 
strength of the effective desire of accu- 
mulation, between the state of things 
thus depicted and that of modern 
Europe, the case of the Chinese de- 
serves attention, From various cir- 
-cumstances in their personal habits 
and social condition, it might be an- 
ticipated that they would possess a 
degree of imudence and self-control 
greater than other Asiatics, but inferior 
to most European nations ; and the fol- 
lowing evidence is adduced of the fact. 

“ Durability is one of the chief 
qualities, marking a high degree of 
the effective desire of accumulation. 
The testimony of travellers ascribes to 
the instruments formed by the Chinese, 
a. very inferior durability to similar 
instruments constructed by Europeans. 
The houses, we are told, unless of the 
higher ranks, are in general of unburnt 
bricks, of clay, or of hurdles plastered 
with earth ; the roofs, of reeds listened 
to laths. We can scarcely conceive 
more unsubstantial ortemporary fabrics. 
Their partitions are of paper, requiring 
to be renewed every year. A similar 
observation may be made concerning 
their implements qf husbandry, and 
other utensils. They are almost en- 
tirely of wood, the metals entering 
but very sparingly into their construc- 
* Eae, p. 140, 
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tion ; consequently they soon wear out, 
and require frequent renewals. A 
greater degree of strength in the effec- 
tive desire of accumulation, would 
cause them to be constructed of mate- 
rials requiring a gi-eater present ex- 
penditure, but being far more durable. 
From the same cause, much land, that 
in other countries would be cultivated, 
lies 'waste. All travellers take notice 
of large tracts of lands, cliiefly swamps, 
wdiich continue iri^a state of nature. 
To bring a swamp into tillage is gene- 
rally a process, to complete which, 
requires several years. It must be 
previously drained, the surface long 
exposed to the sun, and many opera- 
tions performed, before it can be made 
capable of bearing a crop. Though 
yielding, probably, a very considerable 
return for the labour bestowed on it, 
that return is not made until a long 
time has elapsed. The cultivation of 
such land implies a greater strength of 
the effective desire of accumulation 
than exists in the empire. 

“ The produce of the harvest is, as 
we have remarked, always an instru- 
ment of some order or another ; it is a 
ro vision for future want, and regulated 
y the same laws as those to which 
other means of attaining a similar end 
conform. It is there chiefly rice, of 
which there are two harvests, the one 
in June, the other in October. Tlie 
period then of eight months between 
October and June, is that for which 
provision is^ made each year, and the 
different estimate they make of to-day 
and this day eight months will appear 
in the self-denial they practise now, in 
order to guard against want then. 
The amount of this self-denial wo;fld 
seem to be small. The father Parennin, 
indeed, (who seems to have been one 
of the most intelligent of the Jesuits, 
and spent a long life among the 
Chinese of all classes,) asserts, that 
it is tlieir great deficiency in fore- 
thought and fimgality in this respect, 
which is the cause of the scarcities 
and famines that frequently occur.” 

That it is defect of providence, not de- 
fect of industry, that limits production 
among the Chinese, is still more ob- 
I vious than in the case of the semi-agri- 
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cnlttiralised Indians, Wliere the re- Tegetation when the quichening powers 
tnrns are quick, where the instruments of a genial sun are ministered to by a 
formed require but little time to bring rich soil and abundant moisture. It is 
the events for which they were formed otherwise, as we have seen, in cases 
to an issue,’’ it is well known that where the return, though copious, is 
“the great progress which has been distant. European travellers are sur- 
made in the knowledge of the arts prised at meeting these little floating 
suited to the nature of the country and farms hy the side of swamps which % 

the wants of its inhahitants” makes only require draining to render them f 

industry energetic and effective. “The tillable. It seems to them strange ; 

warmth of the climate, the natural fer- that labour should^ not rather be be- / 

tility of the country, the knowledge stowed on the solid earth, where its 
which the inhahitants have acquired fruits might endure, than on structures 
of the arts of agriculture, and the dis- that niust decay and perish in a few 
covery and gradual adaptation to every years. The people they are among 1 

soil of the most useful vegetable pro- think not so much of future years, as 
ductions, enable them very speedily to of the present time. The effective de- 
draw from almost any part of the sur- sire of accumnlation is of very different 
face, what is there esteemed an equiva- strength in tho^one, ffom what it is in | 

lent to much more than the labour be- the other. The views of the European 
stowed in tilling and cropping it. extend to a distant futurity, and he is ^ 

They have commonly double, some- surprised at the Chinese, condemned, 
times treble harvests. These, when thi’ough improvidence, and want of 
they consist of a gi’ain so productive sufficient prospective care, to incessant 
as rice, the usual crop, can scarce fail toil, and as he thinks, insufferable 
to yield to their skill, from almost any wretchedness. The views of the 
portion of soil that can he at once Chinese are confined to narrower 
brought into culture, very ample re- bounds ; he is content to live from day 
turns. Accordingly there is no spot to day, and has learnt to conceive even 
that labour can immediately bring a life of toil a blessing.”* 
under cultivation that is not made to When a country has carried produc- 
yield to it. Hills, even mountains are tion as far as in the existing state of 
ascended and formed into terraces ; knowledge it can be carried with an 
and water, in that country the great amount of return corresponding to the 
reductive agent, is led to every part average strength of the eflective desire 
y drains, ox carried up to it by the in- of accumulation in that country, it has 
_ genious and simple hydraulic machines reached what is called the stationary 
which have been in use from time im- state ; the state in which no further ad- 
memorial among this singular people, ditioh will be made to capital unless 
They effect this the more easily, from there takes place either some improve- 
the soil, even in these situations, being ment in the arts of production, or 
very deep and covered with much vege- an increase in the strength of the de- 
tahle mould. But what yet more than sire to accumulate. In the stationary 
this marks the readiness .with which state, though capital does not on the 
labour is forced to form the most diffi- whole increase, some persons grow 
cult materials into instruments, where richer and others poorer. Those whose 
these instruments soon bring to an degree of providence is below the usual 
issue the events for which they are standard, become impoverished, their 
formed, is the frequent occmTence on capital perishes, and makes room for 
many of their lakes and rivers, of struc- the savings of those whose effective de- 
tures resembling the floating gardens sire of accumulation exceeds the ave- 
of the Peruvians, rafts covered with rage. These become the natural pur- 
vegetable soil and cultivated. Labour chasers of the land, manufactories, and 
in this way draws from the materials other instruments of production owned 
on which it acts very speedy returns, by their less provident countrymen. 

Xothing can exceed the luxuriance of * Eae, pp. isi— 6, 
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What the causes are ■which make the 
retarn to capital greater in one country 
than in another, and which, in certain 
circumstances, make it impossible for 
any additional capital to find invest- 
ment unless at diminished returns, will 
appear clearly hereafter. In China, 
if that country has really attained, as 
it is supposed to have done, the sta- 
tionary state, accumulation has stopped 
when the returns to capital are still as 
high as is indicated by a rate of inte- 
rest legally twelve per cent, and prac- 
tically varjdng (it is said) between 
eighteen and thirty-six. It is to be 
presumed therefore that no greater 
amount of capital than the country 
already possesses, can find employment 
at this high rate of profit, and that any 
lower rate does not hold out to a 
Chinese sufficient temptation to induce 
him to abstain from present enjoyment. 
What a contrast with Holland, where, 
during the most flourishing period of 
its history, the government was able 
habitually to borrow at two per cent, 
and private individuals, on good secu- 
rity, at three. Since China is not a 
country like Burmah, or the native 
states of India, where an enormous in- 
terest is but an indispensable compen- 
sation for the risk incurred from the 
bad faith or poverty of the state, and 
of almost all private borrowers; the 
fact, if fact it be, that the increase of 
capital has come to a stand while the 
returns to it are still so large, denotes 
*a much less degree of the effective de- 
sire of accumulation, in other wmrds a 
much lower estimate of the future rela- 
tively to the present, than that of most 
European nations. 

§ 4.^ We have hitherto spoken of 
countries in which the average strength 
of the desire to accumulate is short of 
that which, in circumstances of any 
tolerable security, reason and sober 
calculation would approve. We have 
now to speak of others in which it deci- 
dedly surpasses that standard. In the 
more prosperous countries of Europe, 
there are to be found abundance of 
prodigals; in some of them (and in 
none more than England) the ordinary 
degree of economy and providence 


among those who live by manual la- 
bour cannot be considered high ; still, 
in a very numerous portion of the com- 
munity, the professional, manufactu- 
ring, and trading classes, being those 
who, generally speaking, unite more of 
the means with more of the motives for 
saving than my other class, the spirit 
of accumulation is so strong, that the 
signs of rapidly increasing wealth 
meet every eye : and the gi^eat amomit 
of capital seeking investment excites, 
astonishment, whenever peculiar cir- 
cumstances turning much of it into some 
one channel, such as railway construc- 
tion or foreign speculative adventure, 
bring the largeness of the total amount 
into evidence. 

There are many circumstances, 
which, in England, give a peculiar 
force to the accumulating propensity. 
The long exemption of the country Irom 
the ravages of war, and the far earlier 
period than elsewhere at which pro- 
perty was secure from military violence 
or arbitrary spoliation, have produced a 
long-standingandhereditary confidence 
in the safety of funds when timsted out 
of the owner’s hands, which in most 
other countries is of much more re- 
cent origin, and less firmly established. 
The geographical causes which have 
made rindustry rather than war the 
natural source of power and importance 
to Great Britain, have turned an un- 
usual proportion of the most enter- 
prising and energetic characters into 
the direction of manufactures and com- 
merce into supplying their wants and 
gratifying their ambition by producing 
and saving, rather than by appropria- 
ting what has been produced and 
saved. Much also depended on the 
better political institutions of this 
country, which by the scope they have 
allowed to individual freedom of action, 
have encom'aged personal activity and 
self-reliance, while by the liberty they 
confer of association and combination, 
they facilitate industrial enterprise on 
a large scale. The same institutions 
in another of their aspects, give a most 
direct and potent stimulus to the desire 
of acquiring wealth. The earlier de- 
cline of feudalism having removed or 
much weakened invidious distinctions 
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Between tile originally trading classes 
and tliose Avlio liaclLeen accustomed to 
despise tliem; and a polity having 
grown up which made w^ealtli the real 
source of political influence; its acqui- 
sition was invested with a factitious 
value, independent of its intrinsic uti- 
lity. It became synonymous with power ; 
and since power wnth the coninion herd 
of manldnd gives power, wealth became 
the chief source of personal considera- 
tion, and the measure and stamp of 
success in life. To get out of one rank 
in society into the next above it, is the 
gi'eat aim of English middle-class life, 
and the acquisition of wealth the 
means. And inasmuch as to he rich 
without industry, has alvpays hitherto 
<;onstitnted a step in the social scale 
above those who are rich by means of 
industry, it becomes the object of am- 
bition to save not merely as much as 
"will afford a large income while in husi- 
iress, but enough to retire from business 
and live in afnueiice on realized gains. 
These causes have in England been 
greatly aided by that extreme incapa- 
city of the people for personal enjoy- 
ment, which is a characteristic of 
countries over which puritanism has 
passed. But if accumulation is, on one 
hand, rendered easier by the absence 
■of a taste for pleasure, it is, on the 
other, made more difficult by the pre- 
sence of a very real taste for expeirse. 
So strong is the association between 
personal consequence and the signs of 
wealth, that the silly desire for the 
appearance of a large expenditure has 
the force of a passion, among large 
classes of a nation which derives less 
pleasure than perhaps any other in the 
world from what it spends- Owing to this 
circumstance, the effective desire of ac- 


cumulation has never reached so high 
a pitch in England as it did in Hol- 
land, where, there being no rich idle 
class to set the example of a reckless 
I expenditure, and the mercantile classes, 

I who possessed the substantial power on 
! which social influence always waits, 

I being left to establish their own scale 
i of ' living and • standard of propriety, 
their habits remained frugal and unos- 
' tentatious. 

In Eng!and and Holland, then, for 
a long time past, and now in most 
other countries in Europe (\\fliich are 
rapidly following England in the same 
race), the desire of accuninlatiou does 
not require, to make it effective, the 
copious returns which it requires in 
Asia, but is sufficiently called into 
action by a rate of profit so low, that 
instead of slackening, accumulation 
seems now to proceed more rapidly 
! than ever ; and the second requisite of 
j increased production, increase of capi- 
tal, shows no tendency to become 
deficient. So far as that element is con- 
• cerned, production is susceptible of an 
increase without any assignable hounds. 

The progress of accumulation would 
no doubt be considerably checked, if the 
returns to capital were to be reduced 
still lowm* than at present. But why 
should any possible increase of capital 
have that effect? This question 
carries the mind forward to the re- 
maining one of the three requisites of 
production. The limitation to produc- 
tion, not consisting in any necessary 
limit to the increase of the other two 
elements, labour and capital, must turn 
upon the properties of the only element 
which is inherently, and in itself, 
limited in quantity. It must depend 
on the properties of land. 


CHAPTER Xn. 


OP THE LAW OP THE IHCKEASE OP PHODUCTIOTT PEOH LA^'D. 

§ 1. Laxi> differs from the other definite increase. Its extent is limited, 
'elements of production, labour and and the extent of the more productive 
capital, in not being susceptible of in- kinds of it more limited still. It is 
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also evident that the quantity of pro- 
duce capable of being raised on any 
given piece of land is not indefinite. 
This limited quantity of land, and li- 
mited productiveness of it, are the real 
limits to the increase of production. 

That they are the ultimate limits, 
must always have been ^ clearly seen . 
But since the final barrier has never 
in any instance been reached; since 
there is no country in which all the 
land, capable of yielding food, is so 
highly cultivated that a larger produce 
could not (even without supposing any 
fresh advance in agricultural know- 
ledge) he obtained from it, and since 
a large portion of the earth’s surface 
still remains entirely uncultivated ; it 
is commonly thought, and is very 
natural at first to suppose, that for the 
present all limitation of production or 
population from this source is at an 
indefinite distance, and that ages must 
elapse before any practical necessity 
arises for taking the limiting principle 
into serious consideration. 

I apprehend this to be not only an 
error, but the most serious one, to be 
found in the whole field of political 
economy. The question is more im- 
portant and fundamental than- any 
other; it involves the whole subject of 
the causes of poverty, in a rich and 
industrious community; and unless 
this one matter be thoroughly under- 
stood, it is to no purpose proceeding 
any further in our inquiry. 

§ 2. The limitation to production 
from the properties of the soil, is 
not ' like the obstacle opposed by a 
wall, which stands immovable in one 
particular spot, and offers no hindrance 
to motion snort of stopping it entirely. 
We may rather compare it to a highly 
elastic and extensible band, which is 
hardly ever so violently stretched that 
it could not possibly be stretched any 
more, yet the pressure of which is felt 
long before the final limit is reached, 
and felt more severely the nearer that 
limit is approached. 

After a certain, and not very ad- 
vanced, stage in the progress of agri- 
culture, it is the law of production 
from the land, that in’ any given state 


of agricultural skill and knowledge, by 
increasing the labour, the produce is 
not increased in an equal degree; 
doubling the labour does not double- 
the produce ; or, to express the same 
thing in other -words, every increase of 
produce is obtained by a more than' 
proportional increase in the a|)plica- 
tion of labour to the land. 

This general law of agricnltural 
industry is the most important propo- 
sition in political econom3% "Were the 
law diflferent, nearly all the phenomena 
of the production and distribution of 
wealth -w^ould be other than they are. 
The most fundamental errors which 
still prevail on our subject, result from 
not perceiving tbis law at work under- 
neath the more superficial agencies 
on which attention fixes itself; but 
mistaking those agencies for the ulti- 
mate causes of effects of which they 
may influence the form and mode, but 
of which it alone , determines the- 
essence. 

"When, for the purpose of raising an 
increase of produce, recourse is had to 
inferior land, it is evident that, so far, 
the produce does not increase in tho 
same proportion with the labour. The 
very meaning of inferior land, is land 
wdaich with equal labour returns a 
smaller amount of produce. Land 
may be inferior either in fertility or in 
situation. The one rqqnires a greater 
proportional amount of labour fox grow- 
ing the produce, the other for carrying 
it to market. If the land A yields a 
thousand quarters of wheat, to a given 
outlay in wages, manure, &c., and in 
order to raise another tliousand re- 
course must he had to the land B, 
which is either less fiirtile or more' 
distant from the market, the two- 
thousand quarters wuli cost more 
than twice as much labour as the 
original thousand, and the produce of 
agriculture will be increased in a less 
ratio 1 ban the labour employ ed in pro- 
curing it. 

Instead of cultivating the land B, 
it would be possible, by higher culti- 
vation, to make the land A produce 
more. It might be ploughed or har- 
rowed twice instead of once, or three 
times instead of twice; it might be 
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4ug instead of being ploiigbed ; after 
plou^liing, it might he gone over with a 
hoe instead of a harrow, and the soil 
more oompletety pulverized ; it might he 
oftener or more thoroughly weeded ; 
the implements used might he of 
higher finish, or more elaborate con- 
struction; a greater quantity or more 
expensive lands of manure might he 
applied, or w’^hen applied, they might 
he more carefully mixed and incor- 
porated with the soil. These are some 
of the modes h}^ which the same land 
may be made to yield a greater pro- 
duce; and when a greater produce 
must he had, some of these are among 
the means usually employed for obtain- 
ing it. But, that it is obtained at a 
more than proportional increase of 
expense, is e\udent from the fact that 
inferior lands are cultivated. Inferior 
lands, or lands at a greater distance 
from the market, of course yield an 
inferior return, and an increasing 
demand cannot be supplied from them 
unless at an augmentation of cost, and 
therefore of price. If the additional 
demand could continue to he supplied 
from the superior lands, by applying 
additional labour and capital, at no 
greater proportional cost than that 
at which they yield the quantity first 
demanded of them, the owners or 
farmers of those lands could undersell 
all others, and engross the whole 
market. Lands* of a lower degree of 
fertility or in a more remote situation, 
might indeed he cultivated by their 
proprietors, for the sake of subsistence 
or independence ; hut it never could he 
the interest of any one to faim them 
for profit. That a profit can be made 
from them, sufiicient to attract capital 
to such an investment, is a pinof that 
cultivation on the more eligible lands 
has reached a point, beyond which any 
greater application of labour and. capi- 
tal would jueld, at the best, no greater 
return than can he obtained at the 
same expense from less fertile or less 
favourably situated lands. 

The careful cultivation of a well- 
farmed district of England or Scotland 
is a symptom and an efiect of the .more 
unfavourable terms which the land has 
begun to exact for any increase of its 


fruits. Such elaborate cultivation costs 
much more in proportion;, and requires 
a higher price to render it profitable, 
than farming on a more superficial 
system ; and would not he adopted if 
access could ^he had to land of equal 
fertility, previously unoccupied. Where 
there is the choice of raising the in- 
creasing supply which society requires, 
from fresh land of as good quality as 
that already cultivated, no attempt is 
made to extract from land anything 
approaching to what it will yield on 
what are esteemed the best European 
modes of cultivating. The land is 
tasked up to the point at which the 
greatest return is obtained in proportion 
to the labour employed, hut no further: 
any additional labour is carried else- 
where. “ It is long,” says an intelligent 
traveller in the United States, * “ before 
an English eye becomes reconciled to 
the lightness of the crops and the care- 
less farming (as we should call it) which 
is apparent. One forgets that where 
land is so plentiful and labour so dear 
as it is here, a totally different prin- 
ciple must he pursued to that which 
prevails in populous countries, and that 
the consequence will of course he a 
want of tidiness, as it were, and finish, 
about everything which requires la- 
bour.” Of the two causes mentioned, 
the plentifulness of land seems to me 
the true explanation, rather than the 
dearness of labour ; for, howe%"er dear 
labour may be, wdien food* is wanted, 
labour will always he applied to pro- 
ducing it in preference to anything 
else. But this labour is more efective 
for its end hy being applied to ftesh 
soil, than if itw’ere employed in bring- 
ing the soil already occupied into 
higher cultivation. Only when no soils 
remain to he broken up hut such as 
either from distance or inferior quality 
require a considerable rise of price to 
render their cultivation profitahle, can 
it become advantageous to apply the 
high farming of Europe to any American 
lands ; except, perhaps, in the imme- 
diate vicinity of towns, where saving 
in cost of carriage may compensate for 

* XeUers Jrom Aweneai hy' John Robert 
Oodley, vol. i. p. 43. See also LyelVs Trmels 
in America, vol. ii. p, 83. ■ 
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great inferiority in tlie return from tFe 
soil itself. As America :i farming is to 
Englisli, so is tlie ordin-iry Englisli to 
that of Flanders, Tuscany, or the Terra 
di Lavoro ; where by the application of 
a far greater quantity of labour there 
is obtained a considerably larger gi’oss 
produce, but on such terms as would 
never be advantageous to a mere spe- 
culator for profit, unless made so by 
much higher prices of agricultural 
produce. 

The principle which has now been 
stated must be I'eceived, no doubt, with 
certain explanations and limitations. 
Even after the land is so highly culti- 
vated that the mere application of ad- 
ditional labour, or of an additional 
amount of ordinary dressing, would 
yield no return proportioned to the ex- 
pense, it may still happen that the 
application of a much gi'eater additional 
labour and capital to improving the 
soil itself, by draining or permanent 
manures, would be as liberally remu- 
nerated by the produce, as any portion 
of the labour and capital already em- 
ployed. It would sometimes he much 
more amply remunerated. This could 
not he, if capital always sought and 
found the most advantageous employ- 
ment ; but if the most advantageous 
emplojunent has to wait longest for its 
remuneration, it is only in a rather ad- 
vanced stage of industrial development 
that the preference will be given to it ; 
and even in that advanced stage, the 
laws or usages connected with property 
in land and the tennre of farms, are 
often such as to prevent the disposable 
capital of the country from flowing 
freely into the channel of agiiculturai 
improvement : and hence the increased 
supply, required by increasing popula- 
tion, is sometimes raised at an aug- 
menting cost by higher cultivation, 
when the means of producing it without 
increase of cost are known and acces- 
sibl(}. There can he no doubt, that if 
capital w^ere forthcoming to execute, 
within^ the next year, all knowm and 
recognised improvements in the land 
of the United Kingdom which would 
pay at the emstiug prices, that is, 
winch would increase the produce in 
as great or a greater ratio than the 


expense ; the result would he_ such 
(especially if we include Ireland in the 
supposition) that inferior land would 
not for a long time require to he brought 
under tillage : probably a considerable 
part of the less productive lands now 
cultivated, which are not particularly 
favoured by situation, would go out of 
culture; or (as the improvements in 
question are not so much applicable to 
good land, but operate rather by con- 
verting had land into good) the con- 
traction of cultivation might principally 
take place by a less high dressing and 
less elaborate tilling of land generally ; 
a falling hack to something nearer the 
character of American farming; such 
only of the poor lands being altogether 
abandoned as were mot found suscep- 
tible of improvement, .^d thus the 
aggregate produce of the whole culti- 
vated land would hear a larger propor- 
tion than before to the labour expended 
on it ; and the general law^ of diminish- 
ing return from land would have un- 
dergone, to that extent, a temporary 
supersession. No one, however, can 
suppose that even in these circum- 
stances, the whole produce required for 
the country could he raised exclusively 
from the best lands, together with those 
possessing advantages of situation to 
place them on a par with the best. 
Much would undoubtedly continue to 
be produced under less advantageous 
conditions, and with a smaller propor- 
tional return, than that obtained from 
the best soils and situations. And in 
proportion as the further increase of 
population required a still greater ad- 
dition to the supply, the general law 
would resume its course, and the further 
augmentation would be obtained at a 
more than proportionate expense of 
labour and capital. 

§ 3. That the produce of land in- 
creases, cceteris paribus, in a diminish- 
ing ratio to the increase in the labour 
employed, is a truth more often ignored 
or disregarded than actually denied. 
It has, however, met with a direct im- 
pngner in the well-known American 
political economist, Mr. H. C. Carey, 
who maintams, that the real law of 
agiiculturai industiy is the veiy reYerse] 
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tlie pTodace mcreasing^m a greater 
ratio tlian tlie labour, or in otbor words, 
affording to labour a perpetually in- 
creasing return. To substantiate tins 
assertion, be argues, that cultivation 
does not begin with tlie better soils, 
and extend from tlieni, as the demand 
increases, to the poorer, but begins 
with the poorer, and does not, till long 
after, extend itself to the more fertile. 
Settlers in a new country invariably 
commence on the high and thin lands; 
the rich but swampy soils of the river 
bottoms cannot at first be brought into 
cultivation, by reason of tbeir nn- 
healtbiness, and of the great and pro- 
longed labour required for clearing and 
draining them. As population and 
wealth increase, cultivation travels 
down the hill sides, clearing them as 
it goes, and file most fertile soils, those 
of the low gronnds, are generally (he 
even says universally) the latest culti- 
vated. These propositions, with the 
inferences which Mr. Carey di*aws 
from them, are set forth at much 
length in his latest and most elaborate 
treatise, ‘‘Frinciples of Social Science 
and he considers them as subverting 
the very foundation of what he calls 
the English political economy, with all 
its practical consequences, especially 
the doctrine of free trade. 

As far as words go, Mr. Ca ey has 
a good case against several of the 
highest authorities in political economy, 
who certainly did enunciate in too 
universal a manner the law which they 
laid down, not remarking that it is not 
true of the first cultivation in a newly- 
settled country. Where population is 
thin and capital scanty, land which 
requires a large outlay to render it 
fit for tillage must remain imtilled; 
though such lands, when their time 
has come, often yield a greater pro- 
duce than those earlier cultivated, not 
only absolutely, but proportionally to 
tho labour employed, even if we include 
that which had been expended in 
originally fitting them for culture. 
But it is not pretended that the 
law of diminishing retura was opera- 
tive from the very beginning of society ; 
and though some political economists 
may have believed it to cotne into 


operation earlier than it does, it begins 
quite early enough to support the 
conclusions they founded on it. Mr. 
Carey will hardly assert that in any 
old country— in England and France, 
for example — the lands left waste are, 
or have for centuries been, more 
naturally fertile than those under 
tillage. Judging even hy his own im- 
perfect test, that of local situation- 
how imperfect, I need not stop to point 
out — is it true that in England or 
France cat the present day, the uncul- 
tivated part of the soil consists of the 
plains and valleys, and the cultivated 
of the hills ? Every one knows, on the 
contrary, that it is the high lands and 
thin soils which are left to nature ; and 
when the progress of population de- 
mands an increase of cultivation, the 
extension is from the plains to the hi Us. 
Once ill a century, perhaps, a Bedford 
Level mciy he drained, or a Lake of 
Harlem pumped out; but these are 
slight and transient exceptions to the 
normal progress of things ; and in old 
countries which are at all advanced in 
civilization, little of this sort remains 
to he done.* 

Mr. Carey himself unconsciously 
hears the strongest testimony to tlie 
reality of the law he contends against ; 
for one of the propositions most strenu- 
ously maintained by him is, that the 
raw products of the soil, in an advanc- 
ing community, steadily tend to rise in 
price. Now, the most elementary 
truths of political economy show that 
this could not happmi, unless the cost of 
production, measured in labour, of those 
products, tended to rise. If the appli- 
cation of additional labour to the land 
was, as a generalrule, attended with an 
increase in the proporfional return, the 
price of produce, instead of rising, must 
necessarily fall as society advances, 
unless the cost of production of gold 

* Ireland may "be alleged as an exception ; 
a large fraction of the entire soil of that 
country being still incapable of cultivation 
for want of drainage. But, though Ireland 
is an old country, unfortunate social and 
political circum.stances have Icept it a poor 
and backward one. Neither is it at all cer- 
tain that the bogs of Ireland, if drained and 
brought under tillage, would take their place 
along with Mr. Carey’s fertile river bottoms, 
or among any but the poorer soils. 
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and silver fell still more : a case so turnip husbandly, is spoken of as 
rare, that there are only two periods in amounting to a revolution. These im- 
all history when it is known to have pro vements operate not only hy enabling 
taken place: the one, that which fob the land to produce a crop every year, 
lowed the opening of the Mexican and instead of remaining idle one year in 
Peruvian mines; the other, that in every two or three to renovate its 
which we now live. At all known powers, hut also hy direct increase of 
periods except these tAvo, the cost of its productiveness ; since the great ad- 
prodiiction of the precious metals has dition made to the number of cattle 
been either stationary or rising. If, by the increase of their food, affords 
therefore, it he true, that the tendency of more abundant manure to fertilize the 
agricultural produce is to rise in money corn lands. Next in order comes the 
price as wealth and population increase, introduction of new articles of food 
there needs no other evidence that the containing a greater amount of sus- 
la hour required for raising it from the tenance, like the potato, or more pro- 
soil tends to augment when a greater ductive species or varieties of the same 
>q[uantity is demanded. plant, such as the Swedish turnip. In 

I do not go so far as Mr, Carey: I the same class of improvements must 
do not assert that the cost of product! on be placed a better knowledge of the 
■and consequently the price, of agi’iciil- properties of manures, and of the most 
tural produce, always and necessarily effectual modes of applying them ; the 
rises as population increases. It tends introduction of new and more powerful 
to do so, but the tendency ^may he, fertilizing agents, such as giiano, and 
•and sometimes is, even during long the conversion to the same purpose, of 
periods, held in check. The effect substances previously wasted; inven- 
•does not depend on a single principle, tions like subsoil-ploughing or tile- 
hut on two antagonizing principles, draining; improvements in 'the breed 
There is another agency, in habitual or feeding of labouring cattle ; aug- 
antagonism to the law of diminishing mented stock of the animals wdiich con- 
return from land ; and to the considera- sume and convert into human food 
tion of this 'we shall now proceed. It -what wmnld otherwise he wasted ; and 
is no other than the progress of civili- the like. The other sort of improve- 
zation. I use this general and some- ments, those w*hich diminisli labour, 
what vague expression, because the hut without increasing the capacity of 
things to he included are so various, the land to produce, are such as tho 
that hardly any term of a more re- improved construction of tools ; the in- 
«tricted signification would comprehend trodiiction of new instruments winch 
them all. ^ ^ spare manual labour, as the wdnnow- 

Of these, the most obvious is the ing and threshing machines ; a inore 
progress of agricultural knowledge, skilful and economical application of 
•skill, and invention. Improved pro- muscular exertion, such as the intro- 
cesses of agriculture are of two kinds : diiction, so slowly accomplished in 
some enable the land to yield a greater England, of Scotch ploughing, -with 
absolute produce, without an equivalent two horses abreast and one man in- 
increase of labour ; others have not the stead of three or four horses in a team 
power of increasing the produce, hut and two men, &c. These improve- 
have that of diminishing the labour and ments do not add to the prodiicti veness 
expense by which it is obtained, of the land, hut they are equally calcu- 
Amoiig the first are to be reckoned the lated with the former to counteract the 
disusenffallows, by means of the rota- , tendency in the cost of production of 
tioii of crops ; and the introduction of agricultural produce, to rise wltli the 
new articles of cultivation capable of progi’ess of population and demand 
entering advantageously into the rota- Analogous in effect to tin’s second 
tion. _ Ilie change made in British class of agricultural improvements, are 
agnciilture towards the close of the improved means of communication, 
last century, by the introduction of Good roads are eouiivalent to good tools* 

P. 'E, ^ j 
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It is of 110 consequence wlietlier tlie 
economy of labour takes place in ex- 
tracting tlie produce from tke soil, or 
in conveying it to the place where it is 
to be consumed. Not to say in addi- 
tion, that the labour of cultivation 
itself is diminished by whatever lessens 
the cost of bringing manure from a 
distance, or facilitates the many opera- 
tions of transport from place to place 
which occur within the hounds of the 
farm. Bailways and canals are virtu- 
ally a diminution of the cost of produc- 
tion of all things sent to market by 
them ; and literally so of all those, the 
appliances and aids for producing 
which, they sem to transmit. By 
their means land can be cultivated, 
which would not otherwise have re- 
munerated the cultivators without a 
rise of price. Improvements in naviga- 
tion have, with respect to food or 
materials brought from beyond sea, 
a corresponding effect. 

Erom similar considerations, it ap- 
pears that many purely mechanical 
improvements, which have, apparently 
at least, no peculiar connexion with 
agriculture, nevertheless enable a given 
amount of food to be obtained with a 
pialler expenditure of labour. A great 
improvement in the process of melting 
iron, would tend to cheapen agricultural 
implements, diminish the cost of rail- 
roads, of waggons and carts, ships, and 
perhaps huildings, and many other 
things to which iron is not at present 
applied, because it is too costly ; and 
would thence diminish the cost of pro- 
duction of food. The same effect would 
follow from an improvement in those 
processes of what may he termed 
manufacture, to which the material of 
food is subjected after it is separated 
from the ground. The first applica- 
tion of wind or water power to grind 
corn, tended to cheapen bread as much 
as a very important discovery in agri- 
culture would have done ; and any 
groat improvement in the construction 
of corn-mills, w^ould have, in proportion, 
a similar influence. The efiects of 
cheapening locomotion have been al- 
ready considered. There are also 
engineering inventions which facilitate 
all great operations on the earth’s 


surface. An improvement in the art 
of taking levels is of importance to 
draining, not to mention canal and 
railway making. The fens of Holland, 
and of some parts . of England, are 
drained by pumps worked by the wind 
or by steam. Where canals of irriga- 
tion, or where tanks or embankments 
are necessary, mechanical skill is a 
gipat resource for cheapening pro- 
duction. 

Those manufacturing improvements 
which cannot he made instrumental to 
facilitate, in any of its stages, the 
actual production of food, and there- 
fore do not help to counteract or retard 
the diminution of the proportional re- 
turn to labour from the soil, have, 
however, another effect, which is practi- 
cally equivalent. What they do not 
prevent, they yet, in some degi’ee, 
compensate for. 

The materials of mapufactures being 
all drawn from the land, and many of 
them from agriculture, which supplies 
in particular the entire material of 
clothing; the general law of produc- 
tion from the land, the law of diminish- 
ing return, must in the last resort he 
applicable to manufacturing as well as 
to agricultural industry. As population 
increases, and the powder of the land tO' 
yield increased produce is strained 
harder and harder, any additional 
supply of material, as 'well as of food, 
must he obtained by a more than pro- 
portionally increasing expenditure of 
labour. But the cost of the material 
forming generally a very small portion 
of the entire cost of the manufacture, 
the agiicultural lahotu' concerned in 
the production of manufactured goods 
is hut a small fraction of the whole 
lahonr worked up in the commodity. 
All the I’est of the labour tends con- 
stantly and strongly towards diminu- 
tion, as the amount of production in- 
creases, Manufactures are vastly more 
susceptible thcan agriculture, of me^ 
chanical improvements, and contri- 
vances for saving labour; and it has 
already been seen how gi'eatly the 
division of labour, and its skilful and 
economical distribution, depend on the 
extent of the market, and on the possi- 
bility of production in large massesf 
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In manufactures, accordingly, the 
causes tending to increase the product- 
iveness of industry, preponderate 
greatly over the one cause which tends 
to diminish it : and the increase of 
production, called forth hy the progress 
of society, takes place, not at an ^in- 
creasing, but at a continually diminish- 
ing proportional cost. Phis fact has 
manifested itself in the progressive fell 
of the prices and values of almost every 
kind of manufactured goods during two 
centuries past; a fall accelerated hy 
the mechanical inventions of the last 
seventy or eighty years, and susceptible 
of being prolonged and extended beyond 
any limit which it would he safe to 
specify. 

Now it is quite conceivable that the 
efficiency of agricultural labour might 
be undergoing, with the increase of 
produce, a gradual diminution ; that 
the price of food, in consequence, might 
be progressively rising, and an eyer 
growing proportion of the population 
might be needed to raise food for the 
whole; while yet the productive power 
of labour in all other branches of in- 
dustry might he so rapidly augmented, 
that the required amoimt of labour could 
he spared from manufactures, and 
nevertheless a greater produce be ob- 
tained, and ^ the aggregate wants of 
the community he on the whole better 
supplied, than before. The benefit 
might even extend to the poorest class. 
The increased cheapness of clothing and 
lodging might make up to them for 
the augmented cost of their food. 

There is, thus, no possible improve- 
ment ill the arts of production which 
does not in one or another mode exer- 
cise ;an antagonist influence to the 
law of diminishing return to agricultu- 
ral labour. Nor is it only industrial 
improvements which have this effect. 
Improvements in government, and al- 
most every kind of moral and social 
advancement, operate in the same 
manner. Suppose a country in the 
condition of France before the Eevolu- 
tion: taxation imposed almost exclu- 
sively on the industrious classes, and 
on such a principle as to be an actual 
penalty on production ; and no redress 
obtainable for any injury to property or 


I person, when inflicted by people of 
rank or court influence. Was not 
the hurricane which swept away this 
system of things, even if we look no 
further than to its effect in augment- 
ing the productiveness of labour, equiva- 
lent to many industrial inventions ? The 
removal of a fiscal burthen on agiicul- 
ture, such as tithe, has the same effect 
as if the labour necessary for obtaining 
the existing produce were suddenly 
reduced one-tenth. The abolition of 
com laws, or of any other restrictions 
which prevent commodities from being 
prodnced where the cost of their pro- 
duction is lowest, amounts to a vast 
improvement in production. When 
fertile land, previously reseiwed as 
hunting ground, or for any other pur- 
pose of amusement, is set free for cul- 
ture, the aggregate productiveness 
of agricultural industry is increased. 
It is well known what , has been the 
effect in England of badly administered 
poor laws, and the still worse effect in 
Ireland of a had system of tenancy, in 
rendering agricultural labour slack and 
ineffective. No improvements operate 
more directly upon the productiveness 
of laboui’ than those in the tenure of 
farms, and in the laws relating to 
landed property. The breaking up of 
entails, the cheapening of the transfer 
of property, and whatever else pro- 
motes the natural tendency of land in 
a system of freedom, to pass out of 
hands which can make little of it into 
those which can make more ; the sub- 
stitution of long leases for tenancy at 
will, and of any tolerable system of 
tenancy whatever for the wTetched 
cottier system ; above all, the acqui- 
sition of a permanent interest in the 
soil bythe cultivators of.it; all these 
things are as real, and some of them 
as great, improvements in production, 
as the invention of the spinning jemiy 
or the steam engine. 

We may say the same of improve- 
ment in education. The intelligence- 
of the workman is a most important . 
element in the productiveness of labour . . 
So low, in some of the most civilmxl: 
countries, is the present standard of in- 
telligence, that there is hardly any 
source from which a more mdefinito- 
12 
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amount of improvement may be looked 
for in productive^ power, than by en- 
dowing with brains those who now 
have only hands. The carefulness, 
economy, and general trustworthiness 
of labourers are as important as .their 
intelligence. Triendly relations, and 
a community of interest and feeling 
between labourers and employers, are 
eminently so: I should rather say, 
would be ; for I know not where any 
such sentiment of friendly alliance now 
exists. Nor is it only in the labouring 
class that improvement of mind and 
character operates with beneficial 
effect even on industry. In the rich 
and idle classes, increased mental 
energy, more solid instruction, and 
stronger feelings of conscience, public 
spirit, or philanthropy, would qualify 
them to originate and promote the 
most valuable improvements, both in 
the economical resources of their coun- 
try, and in its institutions and customs. 
To look no farther than the most ob- 
vious phenomena ; the backwardness 
of French agriculture in the precise 
points in which benefit might he ex- 
pected from the influence of an edu- 
cated class, is partly accounted for by 
the exclusive devotion of the richer | 
landed proprietors to town interests 
and town pleasures. There is scarcely 
any possible amelioration of human 
affairs which would not, among its 
other benefits, have a favourahle 
operation, direct or indirect, upon the 
productiveness of industry. The in- 
tensity of devotion to industrial occu- 
pations would indeed in many cases be 
moderated by a more liberal and genial 
mental culture, but the labour actually 
bestowed on those occupations would 
almost always be rendered more effec- 
tive. 

Before pointing out the piincipal 
inferences to be drawn from the nature 
of the two antagonist forces by which 
the productiveness of agricultural in- 
dustry is determined, we must observe 
that what we have said of agriculture 
is tnie, with little variation, of the 
other occupations which it represents j 


of all the arts which extract materials 
from the globe. Mining industry, for 
example, usually yields an increase of 
produce at a more than proportional 
increase of expense. It does worse, 
for even its customary annual produce 
requires to be extracted by a greater 
and greater expenditure of labour and 
capital. As a mine does not repro- 
duce the coal or ore taken from it, not 
only are all mines at last exhausted, 
but even when they as yet show no 
signs of exhaustion, they must be 
worked at a continually increasin- 
cost; shafts must be sunk deepeiy 
galleries driven f irther, greater power 
applied to keep them clear of water ; 
the produce must he lifted from a 
greater depth, or conveyed a greater 
^stance. The law of diminishing 
return applies therefore to mining, in 
a still more unqualified sense than to 
agriculture : hut the antagonizing 
agency, that of improvements in pro- 
duction, also applies In a still greater 
degree. Mining operations are more 
susceptible of mechanical improve- 
ments than agricultural : the first 
great application of the steam engine 
was to mining; and there are un- 
limited possibilities of improvement in 
the chemical processes by which the 
metals are extracted. There is an- 
other contingency, of no unfrequent oc- 
currence, which avails to counterba- 
lance the progress of all existing mines 
towards exhaustion : this is, the dis- 
covery of new ones, equal or superior 
in richness. 

To resume ; all natural agents 
which are limited in quantity, are not 
only limited in their ultimate produc- 
tive power, hut, long before that power 
is stretched to the utmost, they yield 
to any additional demands on pro- 
gressively harder terms. This law 
may however be suspended, or tempo- 
rarily controlled, by whatever adds to 
the general power of mankind over na- 
ture; and especially by any extension 
of their knowledge, and their conse- 
quent command, of the properties and 
powers of natural agents. 
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CHAPTER SIK. 

GONSEQUEXCES OF TH? FOKEaOING- LAWS- 


§ 1 . Feom tlie preceding exposition 
it appears that tlie limit to the increase 
of production is twofold ; from defi- 
ciency of capital, or of land. Production 
comes to a pause, either because the 
elfectiTe desire of accumulation is not 
sufficient to give rise to any further in- 
crease of capital, or because, however 
disposed the possessors of surplus in- 
come may be to save a portion of it, 
the limited land at the disposal of the 
community does not permit additional 
capital to be employed with such a re- 
turn, as would be an e<^uivalent to them 
for their abstinence. 

In countries where the principle of 
accumulation is as weak as it is in the 
various nations of Asia ; where people 
will neither save, nor work to obtain 
the means of saving, unless under the 
inducement of enormously high profits, 
nor even then if it is necessary to wait 
a considerable time for them; w^here 
either productions remain scanty, or 
drudgery great, because there is neither 
capital forthcoming nor forethought 
sufficient for the adoption of the con- 
trivances by which natural agents are 
made to do the work of human labour; 
the desideratum for such a country, 
economically considered, is an increase 
of industry, and of the efiective desire 
of accumulation. The means are, first, 
a better government ; more complete 
security of property ; moderate taxes, 
and freedom from arbitrary exaction 
under the name of taxes; a more per- 
manent and more advantageous tenure 
of land, securing to the cultivator as 
far as possible the undivided benefits 
of the industry, skill, and economy he 
may exert. Secondly, improvement of 
the public intelligence ; the decay of 
usages or superstitions which interfere 
with the effective employment of in- 
dustry ; and the growth of mental ac- 
ti\dty, making the people alive to new 
objects of desire. Thirdly, the intro- 
duction of foreign arts, which raise the 
returns derivable from additional capi- 


tal, to a rate corresponding to the low 
strength of the desire of accumulation ; 
and the importation of foreign capital, 
which renders the increase of produc- 
tion no longer exclusively dependent 
on the thrift or providence of the in- 
habitants themselves, while it places 
before them a stimulating example, 
and by instilling new ideas and break- 
ing the chains of habit, if not by im- 
proving the actual condition of the 
population, tends to create in them 
new wants, increased amhition, and 
greater thought for the future. These 
considerations apply more or less to 
all the Asiatic populations, and to the 
less civilized and industrious part of 
Europe, as Eussia, Turkey, Spain, and 
Ireland. 

§ 2. Eut there are other countries, 
and England is at the head of them, in 
which neither the spirit of industry nor 
the efiective desire of accumulation 
need any encouragement; where the 
people will toil hard for a small remu- 
neration, and save much for a small 
profit ; where, though the general 
thriftiness of the labouring class is 
much below what is desirable, the 
spirit of accumulation in the more 
prosperous part of the community re- 
quires abatement rather than increase. 
In these countries there would never 
be any deficiency of capita], if its in- 
crease were never checked or brought 
to a stand by too great a diminution 
of its returns. It is the tendency of 
the^ returns to a progressive diminution, 
which causes the increase of produc- 
tion to he often attended with a dete- 
rioration in the condition of tbe 
producers ; and this tendency, which 
would in time put an end to increase 
of production altogether, is a result of 
the necessary and inherent conditions 
of production from the land. 

In all countries which have passed 
beyond a rather early stage in the pro- 
gress of agriculture, every increase in 
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tlie demand for food, occasioned ty 
increased population, •will al'ways, ■un- 
less there is a simultaneous improve- 
ment in production, diminish the share 
which on a fair division woulddall to 
each individual. An increased pro- 
duction, in default of unoccupied tracts 
of fertile land, or of fresh improve- 
ments tending to cheapen commo- 
dities, can never be obtained but by 
increasing the labour in more than the 
same proportion. The population must 
either work harder, or eat less, or ob- 
tain their usual food by sacrificing a 
part of their other customary comforts. 
Whenever this necessity is postponed, 
notwithstanding an increase of popula- 
tion, it is because the improvements 
which facilitate production continue 
progiessive ; because the contrivances 
of mankind for making their labour 
more effective, keep up an equal 
struggle with natui'e, and extort fresh 
resources from her reluctant powers as 
fast as human necessities occupy and 
engross the old. 

From this, results the important 
corollary, that the necessity of restrain- 
ing population is not, as many persons 
believe, peculiar to a condition of great 
inequality of property. A greater num- 
ber of people cannot, in any given 
state of civilization, be collectively so 
well provided for as a smaller. The 
niggardliness of nature, not the injus- 
tice of society, is the cause of the 
penalty attached to over-population. 
An unjust distribution of wealth does 
not even aggravate the evil, but, at 
most, causes it to be somewhat earlier 
felt. It is in vain to say, that all 
mouths which the increase of mankind 
calls into existence, bring with them 
hands. The new mouths' require as 
much food as the old ones, and the 
hands do not produce as much. If aU 
instruments of production were held in 
joint property by the whole people, 
and the produce divided with perfect 
equality among them, and if in a 
society thus constituted, industry were 
as energetic and the produce as ample 
as at present, there would he enough 
to make all the existing population ex- 
tremely comfortable; but when that 
population had doubled itself, as, with 


tlie existing habits of the people, xmcler 
such an encouragement, it undoubtedly 
would in little more than twenty years, 
what would then he their condition? 
Unless the arts of production were in 
the same time improved in an almost 
unexampled degree, the inferior soils 
which must he resorted to, and the 
more. laborious and scantily remunera- 
tive cultivation which must he em- 
ployed on the superior soils, to procure 
food for so much larger a population, 
would, by an insuperable necessity, 
render every individual in the com- 
munity poorer than before. If the 
population continued to increase at the 
same rate, a time would soon arrive 
when no one would have more than 
mere necessaries, and, soon after, a 
time when no one would have a suffi- 
ciency of those, and the further in- 
crease of population '^ould he arrested 
by death. 

j^^Trether, at the present or any 
ether time, the produce ^of industry, 
proportionally to the labour employed, 
is increasing or diminishing, and the 
average condition of the people im- 
proving or deteriorating, depends upon 
whether population is advancing faster 
than improvement, or improvement 
than population. After a degree of 
density has been attained, sufficient 
to allow the principal benefits of 
combination of labour, ail further 
increase tends in itself to mischief, 
so far as regards the average, con- 
dition of the people ; but tbe progress 
of improvement has a counteracting 
operation, and allows of increased 
numbers mthoiit any deterioration, 
and even consistently with a higher 
average of comfort. Improvement 
must here be understood in a wide 
sense, including not only new in- 
dustrial inventions, or an extended 
use of those already Icnown, but im- 
provements in institutions, education, 
opinions, and human affairs generally, 
provided they tend, as almost all im- 
provements do, to give new motives or 
new facilities to production. If the 
productive powers of the country in- 
crease as rapidly as advancing num- 
bers call for an augmentation of pro- 
duce, it is not necessary to obtain that 
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augmentation the cultivation of not called fortb an additional por- 
soils more sterile tban tlie worst tion of tbe inlierent power of multipli- 
already under cultoe, or by applying cation in tlie human species. During 
additional labour to tlie old soils at a the twenty or thirty years last elapsed, 
diminished advantage ; or at all events so rapid has been the extension of 
this loss of power is compensated by improved processes of agiiculture, that 
the increased efficiency with which, in even the land yields a gi’eater produce 
the progress of improvement, labour is in proportion to the labour employed ; 
employed in manufactures. In one the^average price of corn had become 
way or the other, the increased pbpula- decidedly lower, even before the repeal 
tion is provided for, and all are as well of the com laws ^ had so materially 
off as before. But if the growth of lightened, for the time being, the pres- 
human power over nature is suspended sure of population upon production, 
or slackened, and population does not But though improvement may during 
slacken its increase ; if, with only a certain space of time keep up with, 
the existing command over natural or even surpass, the actual increase of 
agencies, those agencies are called population, it assuredly never comes 
upon for an increased produce ; this up to the rate of increase of which 
greater produce will not be afforded population is capable: and nothing 
to the increased population, without could have prevented a general dete- 
either demanding on the average a lioration in the condition of the human 
greater effort from each, or on the race, were it not that population has 
average reducing each to a smaller in fact been restrained. Had it been 
ration out of the aggregate produce. restrained still more, and the same im- 
As a matter of fact, at some periods provements taken place, there would 
the progress of population has been the have been a larger dividend than there 
more rapid of the two, at others that now is, for the nation or the species at 
of improvement. In England during large.' The new ground wTung from 
a long interval preceding the French nature by the improvements would not 
Revolution, population increased slowly; have been all used up in the support of 
hut the progress of improvement, at mere numbers. Though the gross 
least in^agriciilturej would seem to have produce would not have been so great, 
been still slower, since though nothing there would have been a gi'eater pro- 
occuiTed to lower the value of the duce per head of the population, 
precious metals, the price of corn rose 

considerably, and England, from an § 3. When the gi'owth of numbers 
exporting, became an importing coun- outstrips the progress of improvement 
try. This evidence, however, is short and a countiy is driven to obtain the 
of conclusive, inasmuch as the extra- means of subsistence on terms more 
ordinary number of abundant seasons and more unfavourable, by the inability 
during the ffist half of the century, not of its land to meet additional demands 
continuing during the last, was a except on more onerous conditions * 
cause of increased price in the later there are two expedients by which it 
period, ^extrinsic to the ordinary pro- may hope to mitigate that disagreeable 
gress of society. Whether during the necessity, even though no change 
same period improvements in manufac- should take place in the habits of the 
tures, or diminished cost of imported people with respect to their rate of in- 
commoffities, made amends for the crease. One of these expedients is the 
chmmished productiveness of labour on importation of food from abroad. The 
the land, is uncertain. But ever since other is emigration 
Ae pat meolanioal inventions of The admission of cheaper food from 
Wp Arkwright, and pir cotempo- a foreign conntiy. is equivalent to an 
ranes,^ the return to labour has pro- agricultural invention by which food 
hably increased as fast as the popula- could be raised at a similarly dimi- 
tion ; and would have outstripped it, if nished cost at home. It equally in- 
that very angmentation of return had creases the productive power of labour. 
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The retnin "was, before, so mticli food 
for so mucli labom* employed in the 
growth of food : the retuim is now, a 
greater quantity of food, for the same 
labour employed in produoing cottons 
or hardware, or some other commodity 
to he given in exchange for food. The 
one improvement, like the other, throws 
hack the decline of the productive 
power of labour by a ceidain distance : 
hut in the one case as in the other, it 
immeciiately resumes its course ; the 
tide which has receded, instantly he- 
gins to re-advance. It might seem, 
indeed, that when a country draws its 
supply of food from so wide a surface 
as the whole habitable glohe, so little 
impression can be produced on that 
great expanse by any increase of mouths 
in one small corner of it, that the in- 
habitants of the countiy may double 
and treble their numbers, without feel- 
ing the efiect in any increased tension 
of the springs of production, or any en- 
hancement of the price of food thimrgh- 
out the world. But in this calculation 
several things are overlooked. 

In the first, place, the foreign regions 
from which corn can he imported do 
not comprise the whole glohe, hut those 
parts of it almost alone, wdiich are in 
the immediate neighbourhood of coasts 
or narfgable rivers. The coast is the 
part of most countries wdiich is earliest 
and most thickly peopled, and has sel- 
dom any food to spare. The chief 
source of supply, therefore, is the strip 
of country along the banks of some 
navigable liver, as the Nile, the Vis- 
tula, or the Mississippi; and of such 
there is not, in the productive regions 
of the earth, so great a multitude, as 
to suffice during an indefinite time for 
a rapidly growing demand, without an 
increasing strain on the productive 
powers of the soil. To obtain auxiliary 
supplies of corn from the interior in 
any abundance, would, in the existing 
state of the communications, be hope- 
less. By improved roads, and eventu- 
ally by canals and railways, the obstacle 
will he so reduced m not to he insuper- 
able: but this is a slow progress; in 
all the food-exporting countries except 
America, a very slow progress; and 
one which cannot keep pace wfithpopu- 
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lation, unless the increase of the last is- 
very efibctiially restrained. 

Ii the next place, even if the supply 
were drawn from the wdiole instead of 
a small part of the surface of the ex- 
porting countries, the quantity of food 
would still be limited, which could be 
obtained from them wdthout an increase 
of the proportional cost. The countries 
which export food may be divided into 
two classes ; those in which the effec- 
tive desire of accumulation is strong, 
and those in wdiich it is w’^eak. hit 
Australia and the United States of 
America, the effective desire of accu- 
mulation is strong; capital increases- 
fast, and the production of food might 
be very rapidly extended. But in such 
countries population also increases with 
extraordinary rapidity. Their agricul- 
ture has to provide for their own ex- 
panding numbers, as well as for those 
of the importing countries. They must,,, 
therefore, from the nature of the case,' 
be rapidly driven, if not to less fertile, 
at least wdiat is equivalent, to remoter 
and less accessible lands, and to modes 
of cultivation like those of old countries, 
less productive in proportion to the. 
labour and expense. . 

But the countries which have at the- 
same time clieap food and great indus- 
trial prosperity are few, being only 
those in wliich the arts of civilized life 
have been transferred full grown to a. 
rich and uncultivated soil. Among old 
countries, those wdiich are able to ex- 
port food, are able only because their 
industry is in a very backward state;, 
because capital, and hence population, 
have never increased sufficiently to 
make food rise to a higher price. Such 
countries are Eussia, Poland, and the 
plains of the Danube. In those regions 
the effective desire of accumulation is* 
w-eak, the arts of production most inn 
perfect, capital scanty, and its increase,,, 
especially from domestic sources, slow. 
When an increased demand arose for 
food to be exported to other countries,, 
it would only be very gradually that 
food could he produced to meet it. The 
capital needed could not be obtained 
by transfer from other employments, 
for such do not exist. The cottons or 
hardware which would be received. from- 
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England in excliange for corn, tlie 
Bussians and Poles do not now produce 
in the country: they go without them. 
Something might in time be expected 
from the increased exertions to which 
producers would he stimulated by the 
market opened for their produce ; but 
to such increase of exertion, the habits 
of countries whose agricultural popula- 
tion consists of serfs, or of peasants 
who have but just emerged from a ser- 
vile condition, are the reverse of favour- 
able, and even in this age of movement 
these habits do not rapidly change. If 
a greater outlay of capital is relied on 
as the source from which the produce 
is to be increased, the means must 
either be obtained by the slow process 
of saving, under the impulse given by 
new commodities and more extended 
intercourse (and in that case the popu- 
lation would most likely increase^ as 
fast), or must be brought in from foreign 
countries. If England is to obtain a 
rapidly increasing supply of corn from 
Eussia or Poland, English capital must 
go there to produce it. This, how- 
ever, is attended with so many dif- 
ficulties, as are eq^uivalent to great 
ositive disadvantages. It is opposed 
y differences of language, differences 
of manners, and a thousand obstacles 
arising from the institutions and social 
relations of the country : and after all 
it would inevitably so stimulate popu- 
lation on the spot, that nearly all the 
increase of food 'produced by its means, 
would probably be consumed without 
leaving the country : so that if it were 
not the almost only mode of introducing 
foreign arts and ideas, and giving an 
effectual spur to the backward civiliza- 
tion of those countries, little reliance 
could be placed on it for increasing the 
exports, and supplying other countries 
with a progressive and indefinite in- 
crease of food. But to improve the 
civilization of a country is a slow pro- 
cess, and gives time for so great an in- 
crease of population both in the country 
itself,^ and in those supplied from it, 
that its effect in keeping down the 
price of food against the increase of 
demand, is not likely to be more de- 
cisive on the scale of all Europe, than on 
the smaller one of a particular nation. 


The law, therefore, of diminishing 
return to industry, whenever population 
makes a more rapid progress than im- 
provement, is not solely applicable to 
countries which are fed from their own 
soil, but in substance applies quite as 
much to those which are willing to 
draw their food from any accessible 
quarter that can afford it cheapest. A 
sudden and great cheapening of food, 
indeed, in whatever manner produced^ 
would, like any other sudden improve- 
ment in the arts of life, throw the na- 
tural tendency of affairs a stage or two 
further hack, though ivithout altering 
its com'se. There is one contingency 
connected with freedom of importation, 
which may yet produce temporary ef- 
fects greater than were ever contem- 
plated either by the bitterest enemies 
or the most ardent adherents of free- 
trade in food. Maize, or Indian corn, 
is a product capable of being supplied 
in quantity sufficient to feed the vvholo 
countiy, at a cost, allowing for differ- 
ence of nutritive quality, cheaper even 
than the potato. ' If maize should ever 
substitute itself for wheat as the staple 
food of the poor, the productive power 
of labour in obtaining food would be so 
enormously increased, and the expense 
of maintaining a family so diminished, 
that it would require perhaps some 
generations for population, even if it 
started forward at an American pace, 
to overtake this great accession to the 
facilities of its support. 

§ 4. Besides the importation of com, 
there is another resource which can be 
invoked by a nation whose increasing 
numbers pi'ess hard, not against their 
capital, but against the productive 
capacity of their land : I mean Emigra- 
tion, especially in the form of Coloniza- 
tion. Of this remedy the efficacy as. 
far as it goes is real, since it consists, 
in seeking elsewhere those unoccupied 
tracts of fertile land, which if they ex- 
isted. at home would enable the demand 
of an increasing population to be met 
without any falling off' in the pro- 
ductiveness of labour. Accordingly, 
when the region to be colonized is neax' 
at hand, and the habits and tastes 
of the people sufficiently migratory,. 
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tHs remedy is completely ejSFectuaL 
The migration £fom the older parts of 
the American Confederation to the new 
teni tones, which is to^ all intents and 
pni’poses colonization, is what enables 
population to go on unchecked through- 
out the Union without having yet 
diminished the return to industry, or 
increased the difSculty of earning a 
suhsistence. If Australia or the in- 
terior of Canada were as near to Great 
Britain as Wisconsin and Iowa to Kew 
York ; if the superfluous people could 
remove to it without crossing the sea, 
and were of as adventurous and restless 
a character, and as little addicted to 
staying at home, as their kinsfolk of 
New England, those unpeopled conti- 
nents would render the same service to 
the United Kingdom which the old 
statCvS of America derive from the new. 
But these things being as they are — 
though a judiciously conducted emigra- 
tion is a most important resource for 
suddenly lightening the pressure of 
population by a single effort — and 
tbougb in such an extraordinary case 
as that of Ireland under the threefold 
operation of the potato failure, the 


poor law, and the general turning out 
of tenantry throughout the country, 
spontaneous emigration may at a par- 
ticular crisis remove greater multitudes 
than it was ever proposed to remove at 
once _ by any national scheme ; it still 
remains to be shown by experience 
whether a permanent stream of emigra- 
tion can he kept up, sufficient to take 
off, as in America, all that portion of 
the annual increase (when proceeding 
at its greatest rapidity) which being 
in excess of the progress made during 
the same short period in the arts g 5 
life, tends to render living more difficult 
for every averagely-situated individual 
in the community. And unless this 
can be done, emigration cannot, even 
in am economical point of view, dispense 
with the necessity of checks to popula- 
tion. Further than this we have not 
to speak of it in this place. The gene- 
ral siabject of colonization as a practi- 
cal question, its importance to old 
countries, and the principles on which 
it should be conducted, will be dis- 
cussed at some length in a subsequent 
portion of this Treatise. 
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§ 1. The principles wliicli have 
been set forth in the first part of tliis 
Treatise, are, in certain respects, 
strongly distinguished from those, on 
the consideration of which we are now 
al30iit to enter. The laws and condi- 
tions of the production of wealth, par- 
take of the character of physical 
tniths. There is nothing optional, or 
arbitrary in them. "Whatever ^ man- 
kind produce, must he produced in the 
modes, and under the conditions, im- 
posed by the constitution of external 
things, and by the inherent properties 
of their own bodily and mental struc- 
ture. ‘Whether they like it or not, their 
productions will be limited by the 
amount of their pre\dous accumulation, 
and, that being ^iven, it will be pro- 
portional to their energy, their sldll, 
the perfection of their machinery, and 
their judicious use of the advantages ^ 
of combined labour. Whether they 
like it or not, a double q^uantity of 
labour will not raise, on the same land, 
a double quantity of food, unless some im- 
provement takes place in the processes 
of cultivation. Whether they like it 
or not, the unproductive expenditure of 
individuals willj2?ro tend to im- 
poverish the community, and only their 
productive expenditure will enrich it. 
The opinions, or the wishes, which 
may exist on these different matters, 
do not control the things themselves. 
We cannot, indeed, foresee to what ex- 
tent the modes of production may be 
altered, or the productiveness of labour 
increased, by future extensions of 
our knowledge of the laws of nature, 
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suggesting new processes of industry 
of ‘ which we have at present no con- 
ception. But howsoever we may suc- 
ceed in making for ourselves more 
space within the limits set by the 
constitution of things, we know that 
there must he limits. We cannot alter 
the ultimate properties either of matter 
or mind, hut can only employ those 
properties more or less successfully, to 
bring' about the events in which we 
are interested. 

It is not so with the Distribution of 
Wealth. That is a matter of human 
institution solely. The things once 
there, mankind, individually or col- 
lectively, can do with them as they 
like. They can place them at the dis- 
posal of whomsoever they please, and 
on whatever terms. Further, in the 
social state, in every state except total 
solitude, any disposal whatever of them 
can only take place by the consent of 
society, or rather of those who dispose 
of its active force. Even what a person 
has produced by his individual toil, un- 
aided by any one, he cannot keep, un- 
less by the permission of society. Kot 
only can society take it from him, hut 
individuals ^could and would take it 
from, him, if society only remained 
passive ; if it did not either interfere 
masse, or employ and pay people 
for the purpose of preventing him from 
being disturbed in the possession. The 
distribution of wealth, therefore, de- 
pends on the laws and customs of so- 
ciety. The rules by which it is de- 
termined, are what the opinions and 
feelings of the ruling portion of the 
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community malm them, and are very 
different in clifierent ages and countries; 
and might be still more different, if 
. mankind so chose. 

The opinions and feelings of man- 
kind, doubtless, ar^ not a matter of 
chance. They are consequences of the 
fundamental laws of human natui'e, 
combined ivitli the_ existing state of 
knowledge and experience, and the 
existing condition of social institutions 
and intellectual and moral culture. 
But the laws of the generation of 
human opinions are not within onr 
present siibject. They are part of the 
general theory of human progress, a 
fer larger and more difficult subject 
of inquiry than political economy. We 
have here to consider, not the causes, 
hut the consequences of the rules ac- 
cording to which wealth may be dis- | 
tributed. Those, at least, are as little i 
arbitrary, and have as much the i 
character of physical laws, as the la\vs 
of production. Human beings can 
control their ovTi acts, hut not the 
consequences of their acts either to 
themselves or to others. Society can 
subject the distiibution of -wealth to 
whatever rules it thinks best ; hut what 
practical results will flow from the opera- 
tion of those rules, must be discovered, 
like any other physical or mental traths, ; 
by observation and reasoning. 

^ We proceed, then, to the considera- 
tion of the different modes of distri- 
buting the produce of land and labour, 
which have been adopted in practice, 
or may be conceived in theory. Among 
these, our attention is first claimed by 
that primary and fundamental institu- 
tion, on which, unless in some excep- 
tional and very limited cases, the 
economical arrangements of society 
have always rested, though in its se- 
condary features it has varied, and is 
liable to vary. I mean, of course, the 
institution of individual property. 

^ § 2. Private property, as an institu- 
tion, did not owe its origin to any of 
those considerations of utility, which 
plead for the maintenance of it when 
established. Enough is known of rude 
ages, both from history and from analo- 
gous states of society in our o-wn time, to 


show, that tribunals (which always pre- 
cede laws) were originally established, 
not to determine rights, but to repress 
violence and terminate quarrels. With 
this object chiefly in view, they natur- 
ally enough gave legal effect to first 
occupancy, by treating as the aggressor 
the person who first commenced vio- 
lence, by turning, or attempting to turn, 
another out of possession. The pre- 
servation of the peace, which was the 
original object of civil government, was 
thus attained ; while by confirming, to 
those who already possessed it, even 
what w<as not the fruit of personal ex- 
ertion, a guarantee was incidentally 
given to them and others that they 
would be protected in what was so. 

In considering the institution of pro- 
perty as a question in social philosophy, 
we must leave out of consideration its 
actual origin in any of the existing na- 
tions of Europe. *We may suppose a 
community unhampered % any pre- 
vious possession ; a body o.f colonists, 
occupying for the first time an uninha- 
bited country ; bringing nothing with 
them hut what belonged to them in 
common, and having a clear field for- 
the adoption of the ' institutions and 
polity which tliey judged most expe- 
dient ; required, therefore, to choose 
whether they would conduct the work 
of production on the principle of indi- 
vidual property, or on some system 
of common ownership and collective 
agency. 

If private property were adopted, we 
must presume that it would be accom- 
panied by none of tbe initial inequa- 
lities and injustices whicb obstruct the 
beneficial operation of the principle in 
old societies. Every full-giwn man or 
woman, we must suppose, would be 
secured in tbe xuifettered use and dis- 
posal of bis or her bodily and mental 
faculties ; and the instruments of pro- 
duction, the land and tools, would be 
divided fairl;)^ among them, so that all 
might start, in respect to outward ap- 
pliances, on equal terms. It is possible 
also to conceive that in this original 
apportionment, compensation might be 
made for the injuries of nature, and the 
balance redressed by assigning to the 
less robust members of the community 
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iidvaiitages in the distiabution , sufficient 
to put them on a par with the rest But 
the division, once made, would not again 
be interfered witli ; individuals Avould 
be left to their own exertions and to the 
ordinary chances, for making an ad- 
vantageous use of wdiat was assigned 
to them. If individual property, on the 
contrary, were excluded, the plan which 
must he adopted would be to hold the 
land and all instruments of production 
as the joint property of the community, 
and to carry on the operations of in- 
dustry on the common account. The 
direction of the labour of the commu- 
nity would devolve upon a magistrate 
or magistrates, whom we may suppose 
elected by the suffrages of the commu- 
nity, and whom we must assume to be 
voluntarily obeyed by them. The di- 
vision of the produce would in like 
manner he a public act. The principle 
might either be that of complete equa- 
lity, or of apportionment to the neces- 
sities or deserts of individuals, in what- 
ever manner might be conformable to 
the ideas -of justice or policy prevailing 
in the community. 

Examples of such associations, on a 
small scale, are the monastic orders, 
the Moravians, the followers of Eapp, 
and others : and fi'om the hop>es 'which 
they hold out of relief from the miseries 
and iniquities of a state of much in- 
equality of wealth, schemes for a larger 
application of the same idea have re- 
appeared and become popular at all 
periods of active speculation on the first 
principles of society. In an age like 
the present, when a general reconside- 
ration of all first principles is felt to he 
inevitable, and when more than at any 
former period of history the sufiefing 
portions of the community have a voice 
in the discussion, it was impossible hut 
that ideas of this nature should spread 
far and wide. The late revolutions in 
Europe have thrown up a great amount 
of speculation of this character, and an 
unusual shai’e of attention has conse- 
quently been drawn to the various forms 
which these ideas have assumed : nor 
is this attention likely to diminish, but 
on tlie contrary, to increase more and 
more. 

The assailants of the principle of in- 
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dividual property may be divided into 
tw-o classes : those whose scheme im- 
plies absolute equality in the distribii 
tion of the j)hysical means of life and 
enjoyment, and those who admit in- 
equality, but grounded on some prin- 
ciple, or supposed principle, of justice 
or general expediency, and not, like so 
many of the existing social inequalities, 
dependent on accident alone. At the 
head of the first class, as the earliest 
of those belonging to the present gene- 
ration, must be placed Mr. Owen and 
his followers. M. Louis Blanc and M. 
Cabet have more recently become con- 
spicuous as apostles of similar doctrines 
(though the former advocates equality 
of distribution only as a transition to a 
still higher standard of justice, that all 
should work according to their capa- 
city, and receive according to their 
wants). The characteiistic name for 
this economical system is Communism, 
a word of continental origin, only of late 
introduced into this' country. The "word 
Socialism, which originated among the 
English Communists, and was assumed 
by them as a name to designate their 
own doctrine, is now, on the Continent, 
employed in a larger sense ; not neces- 
sarily implying Communism, or the en- 
tire abolition of pri'vate property, hut 
applied to any system which requires 
that the land and the instruments of 
production should be the property, not 
of individuals, but of communities or 
associations, or of the government. 
Among such systems, the two of highest 
intellectual pretension are those which, 
from the names of their real or reputed 
authors, have been called St. Simonism 
and Eourierism ; the former, defunct as 
a system, hut which during the lew- 
years of its public promulgation, sowed 
the seeds of nearly all the Socialist 
tendencies which have since spread so 
widely in France: the second, still 
flomdshing in the number, talent, and 
zeal of its adherents. 

,§ 3. Whatever may he the merits or 
-defects of these various schemes, they 
cannot he truly said to be impractica- 
ble. No reasonable person can doubt 
that a village community, composed of 
a few thousand inhabitants cultivating 


126 BOOK n. CHAPTER I § 3. 


in joint <dwnership tRe same extent of 
land whicR at present feeds tRat number 
of people, and prodiacing Rj combined 
labour and tbe most improved processes 
tRe manufactured articles TvRicR they 
required, could raise an amount of pro- 
ductions sufficient to maintain tRem in 
comfort ; and would find tRe means of 
obtaining, and if need Re, exacting, the 
quantity of labour necessary for this 
purpose, from every member of tbe 
association who was capable of work. 

TRe oRjection ordinarily made to a 
, system of community of property and 
equal distriRution of tRe produce, tRat 
eacR person would be incessantly occu- 
pied in evading bis fair share of tRe 
work, points, undoubtedly, to a real 
difficulty. But those who urge this 
objection, forget to Row great an extent 
the same difficulty exists under the 
system on which nine-tenths of the 
business of society is now conducted. 
Tbe objection supposes, that honest and 
efficient labour is only to be Rad from 
those who are themselves individually 
to reap the benefit of their own exer- 
* tions. But Row small a part of all the 
labour peiformed in England, from tbe 
lowest paid to the highest, is done by 
persons working for their own benefit. 
From the Irish reaper or Rodman to 
the chief justice or the minister of 
state, nearly all the work of society is 
remunerated by day wages or fixed 
salaries. A factory operative has less 
personal interest in his work than a 
member of a Communist association, 
since he is not, like him, working for a 
partnership of which he is himself a 
member. It will no doubt be said, 
that though the labourers themselves 
have not, in most cases, a personal in- 
terest in their work, they are watched 
and superintended, and their labour 
directed, and the mental part of the 
labour performed, by persons who have. 
Even this, however, is far- from being 
universally the fact. In all public, 
and many of the largest and most 
successful private undertakings, not 
only the labours of detail, but the 
control and superintendence are en- 
trusted to salaried officers. ; And 
though the “ master’s eye,” when the 
master is vigilant and intelligent, is of 


proverbial value, it must he remem- 
bered that in a Socialist farm or manu- 
factoiy, each labourer would be under 
the eye not of one master, hut of the 
whole community. In the extreme 
case of obstinate perseverance in not 
performing the due share of work, the 
community would have the same re- 
sources which society now has for com- 
pelling conformity to the necessary 
conditions of the association. Bis- 
missai, the only remedy at present, is 
no remedy when any other labourer 
who may he engaged does no better 
than his predecessor: the power of 
dismissal only enables an employer to 
obtain from his workmen the customary 
amount of labour, but that customary 
labour may be of any degree of ineffi- 
ciency. . Even the labourer who loses 
his employment by idleness or negli- 
gence, has nothing worse to suffer, in 
the most unfavourable case, than the 
discipline of a workhouse, and if the 
desire to avoid this be a sufficient mo- 
tive in the one system, rf would be 
sufficient in the other. I am not 
undervaluing the strength of the in- 
citement given to labour when the 
whole or a large share of the benefit of 
extra exertion belongs to the labourer. 
But under the present system of in- 
dustry this incitement, in the great 
majority of cases, does not exist. If 
Communistic labour might be less 
vigorous than that of a peasant pro- 
prietor, or a workman labouring on his 
own account, it would probably be 
more energetic than that of a labourer 
for hire, who has no personal interest 
in the matter at all. The neglect by 
the uneducated classes of lahom’ers for 
hire, of the duties which they engage 
to perform, is in the present state of 
society most flagrant. How it is an 
admitted condition of the Communist 
scheme that all shall be educated : and 
this being supposed, the duties of the 
members of the association would 
doubtless be as diligently performed as 
those of the generality of salaried offi- 
cers in the middle or higher classes ; 
who are not supposed to be neces- 
sarily unfaithful to their trust, hecause 
so long as they are not dismissed, their 
pay is the same in however lax a 
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manner tlieix duty is fulfilled. Un- 
doubtedly, as a general mle, remunera- 
tion by fixed salaries does not in any 
class of functionaries produce the 
maximum of zeal : and this is as much 
as can be reasonably alleged against 
Communistic labour. 

That even this inferiority would 
necessarily exist, is by no means so 
certain as is assumed by those who are 
little used to carry their minds beyond 
the state of things with which they are 
familiar. Mankind are capable of a 
far greater amount of public spirit than 
the present age is accustomed to sup- 
pose possible. History bears witness 
to the success with which lai'ge bodies 
of human beings may be trained to 
feel the public interest their own. And 
no soil could be more favourable to the 
growth of such a feeling, than a Com- 
munist association, since all the am- 
bition, and the bodily and mental 
activity, which are now exerted in the 
pursuit of separate and self-regarding 
interests, would require another sphere 
of employment, and would natoally 
find it in the pursuit of the general 
benefit of the community. The same 
cause, so often assigned in explanation 
of the devotion of the Catholic priest 
or monk to the interest of his order — 
that he has no interest apart from it — 
would, under Communism, attach the 
citizen to the community. And inde- 
pendently of the public motive, every 
member of the association would be 
amenable to the most universal, and 
one of the strongest of personal mo- 
tives, that of public opinion. The 
force of this motive in deterring from 
any act or omission positively reproved 
by the community, no one is likely to 
deny ; but the power also of emulation, 
in exciting to the most strenuous 
exertions for the sake of the approba- 
tion and admiration of others, is borne 
witness to by experience in every 
situation in which human beings pub- 
licly compete with one another, even 
if it be in things frivolous,’ or from 
which the public derive no benefit. A 
contest, who can do most for the com- 
mon good, is not the kind of competi- 
tion which Socialists repudiate. To 
what extent^ therefore, the energy of 


labour would he diminished by Com- 
munism, or whether in the long run it 
would be diminished at all, must be 
considered for the present an undecided 
question. 

Another of the objections to Com- 
munism is similar to that, so often 
urged against poor-laws : that if every 
member of the community were as- 
sured of subsistence for himself and 
any number of children, on the sole 
condition of wiUmgriess to work, pru- 
dential restraint on the multiplication 
of mankind would he at an end, and 
population would start forward at a 
rate which would reduce the com- 
munity through successive stages of 
increasing discomfort to actual starva- 
tion. There would certainly he much 
ground for this apprehension if Com- 
munism provided no motives to re- 
straint, equivalent to those which it 
would take away. But Communism is 
precisely the state of things in which 
opinion might be expected to declare 
itself with greatest intensity against 
this kind of selfish intemperance. Any 
augmentation of numbers which di- 
minished the comfort or increased the 
toil of the mass, would then cause 
(which now it does not) immediate and 
unmistakeahle inconvenience to every 
individual in the association ; incon- 
venience which could not then he im- 
puted to the avarice of employers, or 
the unjust privileges of the rich. In 
such altered chcumstances opinion 
could not fail to reprobate, and if repro- 
bation did not suffice, to repress by 
penalties of some description, this or 
any other culpable self-indulgence at 
the expense of the community. The 
Communistic scheme, instead of being 
peculiarly open to the objection drawn 
from danger of over-population, has 
the recommendation of tending in an 
especiak degree to the prevention of 
that evil. 

A more real difficulty is that of fairly 
apportioning the labour of the commu- 
nity among its members. There are 
many kinds of work, and by what 
standard are they to he measured 
one against another? Who is to 
judge how much cotton spinning, or 
distributing goods from the stores, or 
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bi’icldaying, or cliimney sweeping, is 
equivalent to so much ploughing? 
The difiiculty of making the adjust- 
ment 'betyv'een different qualities of 
labour is so strongly felt by Com- 
munist witers, that they li aye usually 
thought it necessary to provide that 
all should work by turns at every de- 
scription of useful labour : an arj-ange- 
ment which by putting an end to the 
division of employments, would sacri- 
fice so much of the advantage of co- 
operative production as greatly to 
diminish the productiveness of labour. 
Besides, even in the same kind of 
work, nominal equality of labour would 
be so great a real inequality, that the 
feeling of justice would revolt against 
its being enforced. All persons are 
not equally fit for all labour; and 
the same quantity of labour is an un- 
•equal burthen on the weak and the 
strong, the hardy and the delicate, the 
quick and the slow, 'the dull and the 
intelligent. 

But these difficulties, though real, 
•are not necessarily insuperable. The 
apportionment of work to the strength 
and capacities of individuals, the miti- 
gation of a general role to provide for 
cases in which it would operate harshly, 
are not problems to which human in- 
telligence, guided by a sense of justice, 
would be inadequate. And the worst 
and most unjust arrangement which 
could be made of these points, under a 
system aiming at equality, would he 
-SO far short of the inequality and in- 
justice with which labour (not to speak 
of remuneration) is now apportioned, 
as to be scarcely worth counting in the 
comparison, we must remember too 
that Communism, as a system of 
society, exists only in idea ; that its 
difficulties, at present, are much better 
understood than its resources ; and 
that the intellect of mankind is only 
beginning to contrive the means of 
■organizing it in detail, so as to over- 
come the one and derive the greatest 
.advantage from the other. 

If, therefore, the choice were to be 
made between Communism with all its 
chances, and the present state of 
society with all its sufferings and in- 
justices; if the institution of private 


property necessarily carried with it as a 
consequence, that the produce of labour 
should he apportioned as we now see 
it, almost in an inverse ratio to the 
labour — the largest portions to those 
who have never worked at all, the next 
largest to those whose work is almost 
nominal, and so in a descending scale, 
the remuneration dwindling as the 
work grows harder and more disagree- 
able, until the most fatiguing and ex- 
hausting bodily labour cannot count 
with certainty on being able to earn 
even the necessaries of life ; if this, or 
Communism, were the altemative, all 
the difficulties, great or small, of Com- 
munism would be but as dust in the 
balance. But to make the comparison 
applicable, we must compare Com- 
munism at its best, mth the regime of 
individual property, not as it is, but as 
it might be made. ’ The principle of 
private property has never yet had a 
fair trial in any country; and less so, 
perhaps, in this country than in some 
others. The social arrangements of 
modern Europe commenced from a 
distribution of property which was the 
result, not of just partition, or acqui- 
sition by industiy, but of conquest and 
violence : and notwithstanding what 
industry Iras been doing for many 
centuries to modify the work of force, 
the system still retains many and large 
traces of its origin. The laws of pro- 
perty have never yet conformed to the 
principles on which the justification of 
private property rests. They have 
made property of things which never 
ought to be property, and absolute 
property where only a qualified pro- 
perty ought to exist. They have not 
held the balance fairly hetween human 
beings, but have heaped impediments 
upon some, to give advantage to 
others; tliey have purposely fostered 
inequalities, and prevented all from 
starting fair in the race. That all 
should indeed start on perfectly equal 
terms, is inconsistent with any law of 
private property : but if as much pains 
as has been taken to aggravate the 
inequality of chances arising from the 
natural working of the principle, had 
been taken to temper that inequality 
by every means not subversive of the 
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principle itself ; if tlio tendency of If a conjecture may Be Bazarded, the 
ledslation had been to favour the dif- decision will probably depend mainly 
fusion, instead of the concentration of on one consideration, viz. which of the 
wealth-- to encourage the subdivision two systems is consistent ^ with the 
of the large masses, instead of striving greatest amount of human liberty and 
to keep them together ; the principle spontaneity. After the means of sub- 
of individual property would have been sistence are assured, the next in strength 
found to have no necessary con nexion of the personal wants of human beings 
with the physical and social evils is liberty; and (unlike the physical 
which almost all Socialist writers wants, which as civilization advances 
assume to be inseparable frohi it. become more moderate and more ame- 

Private property, in every defence nable to control) it increases instead of 
made of it, is supposed to mean, the diminishing in intensity, as the inteb 
guarantee to individuals, of the fruits Hgence and the moral faculties are more? 
of their own labour and abstinence, developed. The perfection both of sociah 
The guarantee to them of the fraits of arrangements and of practical morality 
the labour and abstinence of others, would be, to secure to all persons com« 
transmitted to them without any merit plete independence and freedom of ac- 
or exertion of their own, is not of the tion, subject to no restriction but that' 
essence of the institution, hut a mere of not doing injury to others : and the" 
incidental consequence, which when it education which taught or the social 
reaches a certain height, does not pro- institutions which required them to - 
mote, but conflicts with the ends which exchange the control of their own ac- 
render private property legitimate. To tions for any amount of comfort or * 
judge of the final destination of the in- affluence, or to renounce liberty for tbe 
stitution of property, we must suppose sake of equality, would deprive them 
everything rectified, which causes the of one of the most elevated characte- 
institution to work in a manner op- ris tics of human nature. It remains to'^ 
posed to that equitable principle, of he discovered how far the preservation 
proportion between remuneration and of this cbaracteristio would be found' 
exertion, on which in every vindication compatible with the communistic or- 
of it that vdll hear the light, it is as- ganization of society. No doubt, this; 
sumed to be grounded. We must also like all the other objections to the 
suppose two conditions realized, with- Socialist schemes, is vastly exagge- 
out which neither Communism nor any rated. The members of the association 
other laws or institutions could make need -not be required to live together 
the condition of the mass of mankind more than they do now, nor need they 
other 'than degraded and miserable, be controlled in the disposal of their 
One of these conditions is, universal individual share of the produce, and of 
education ; the other, a due limitation the probably large amount of leisure 
of _ the numbers of the community, which, if they limited their production 
With tliese, there could be no poverty to things really worth producing, they 
even under the present social institu- would possess. Individuals need not 
tions: and these being supposed, the he chained to an occupation, or to a 
question of Socialisni is not, as gener- particular locality. The restraints of 
ally stated by Socialists, a question of Communism would he freedom in com- 
fiying to the sole refuge against the paiison with the present condition of 
evils which no w bear down humanity ; the majority of the human race. The 
but a mere /question of comparative generaiityof labourers in this and most 
advantages, which futurity must deter- other countries, have as little choice of 
mine. We are too ignorant either of occupation or freedom of locomotion, 
what individual agency in its best are practically as dependent on fixed 
form, or^Socialismin its best form, can rules and on the will of others, as they 
accomplish, to be qualified to decide could he on any system short of actual 
which of the two will be the ultimate slavery ; to say nothing of the entire 
form of human society. domestic subjection of one half the 
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Species, to wliieli it is tEe signal 
honour of Owenism and most other 
forms of Socialism that they assign 
e(|ual rights, in all respects, with those 
of the hitherto dominant sex. But it 
is not by compaiison with the present 
had state of society that the claims of 
Communism can be estimated ; nor is 
it sufficient that it should promise 
greater personal and mental freedom 
than is now enjoyed by those who 
have not enough of either to deserve 
the name. The question is whether 
there would be any asylum left for 
individuality of character; whether 
public opinion would not be a tyran- 
nical yoke ; whether the absolute de- 
pendence of each on all, and surveil- 
lance of each by all, would not grind 
all down into a tame uniformity of 
thoughts, feelings, and actions. This 
is alreadj^ one of the glaring evils of 
the existing state of society, notwith- 
standing a much greater diversity of 
education and pursuits, and a much 
less absolute dependence of the 
individual ou the mass, than would 
exist in the Communistic regime. No 
society in which eccentricity is a 
matter of reproach, can be in a whole- 
some state. It is yet to be ascertained 
whether the Communistic scheme 
would be consistent with that multi- 
form development of human nature, 
those manifold unlikenesses, that diver- 
sity of tastes and talents, and variety 
•of intellectual points of view,' which 
not only form a great part of the inte- 
rest of. human life, but by bringing in- 
tellects into a stimulating collision, 
and by presenting to each innumerable 
notions that he would not have con- 
ceived of himself, are the mainspring 
of mental and moral progression. 

§ 4. I have thus far confined my 
observations to the Communistic doc- 
trine, which forms the extreme limit 
of Socialism ; according to which not 
only the instruments of production, the 
land and capital, are the joint pro- 
perty of the community, hut the pro- 
duce is divided and the labour appor- 
tioned, as far as possible, equally. The 
objections, whether well or iU grounded, 
to which Socialism is liable, apply to j 


this form of it in their greatest force. 
The other varieties of Socialism mainly 
differ from Communism, in not relying 
solely on what M. Louis Blanc calls 
the point of honour of industry, but 
retaining more or less of the incentives 
to labour derived from private pecu- 
niary interest. Thus it is already a 
modification of the strict theory of 
Communism, when the principle is pro- 
fessed of* proportioning remuneration 
to labour. The attempts which have 
been made in France to carry Social- 
ism into practical effect, by associa 
tions of workmen manufacturing on 
their own account, mostly began by 
sharing the remuneration equally, 
without regard to the quantity of 
work done by the individual: hut in 
almost every case this plan was after* 
a short time abandoned, and recourse 
was had to wmrking by the piece. The 
original principle appeals to a higher 
standard of justice, and is adapted to a 
much higher moral condition of human 
nature. The proportioning of remu- 
neration to work done, is really just, 
only in so far as the moi'e or less of the 
work is a matter of choice : when it 
depends on natural difference of strength 
or capacity, this principle of remune- 
ration is in itself an injustice : it is 
giving to those who have; assigning 
most to those who are already most 
favoured by nature. Considered, how- 
ever, as a compromise with the selfish 
type of character formed by the present 
standard of morality, and fostered by 
the existing social institutions, it is 
highly expedient ; and until education 
shall have been entirely regenerated, 
is far more likely to prove immediately 
successful, than an attempt at a higher 
ideal. 

The two elaborate forms of non- 
communistic Socialism known as St. 
Simonism and Fourierism, are totally 
free from the objections usually urged 
against Communism ; and though 
they are open to others of their own, 
yet by the great intellectual power 
which in many respects distinguishes 
them, and by their large and philoso- 
phic treatment of some of the funda- 
mental problems of society and mora- 
lity, they may justly be counted among 
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tlie most remarkable productions of tbe 
past and present age. ^ ^ ^ ^ ^ ^ 

The St. Simonian scheme does not 
contemplate an equal, but an unequal 
^[vision of the produce ; it does not 
propose that all should be occupied 
alike, but differently, according to their 
vocation or capacity ; the function of 
each being assigned, like grades in a 
regiment, by the choice of the direct- 
ing authority, and the remuneration 
being by salary, proportioned to the 
importance, in the eyes of that autho- 
rity, of the function itself, and the 
merits of the person who fulfils it. For 
the constitution of the ruling body, 
different plans might be adopted, con- 
sistently with the essentials of the 
system. It might be appointed by 
popular sufirage. In the idea of the 
original authors, the rulers were sup- 
posed to be persons of genius and vir- 
tue, who obtained the voluntary adhe- 
sion of the rest by the force of mental 
superiority. That the scheme might 
in some peculiar states of society work 
.with advantage, is not improbable. 
There is indeed a successful experi- 
ment, of a somewhat similar kind, on 
record, to which I have once alluded ; 
that of the Jesuits in Paraguay. A 
race of savages, belonging to a por- 
tion of mankind more averse to conse- 
cutive exertion for a distant object 
than any other authentically known to 
us, was brought under the mental do- 
minion of civilized and instructed men 
who were united among themselves by 
a system of community of goods. To 
the absolute authoiity of these men 
they reverentially submitted them- 
selves, and were induced by them to 
leani the arts of civilized life, and to 
practice labours for the community, 
which no inducement that could have 
been offered would have prevailed on 
them to practise for themselves. This 
social system was of short duration, 
being prematurely destroyed by diplo- 
matic an-angements and foreign force. 
That it could be brought into action 
at ail was probably owing to the im- 
mense distance in point of knowledge 
and intellect which separated the few 
rulers from the whole body of the 
ruled, without any intermediate orders, 


either social or intellectual. In any 
other circumstances it would probably 
have been a complete failure. It sup- 
oses an absolute despotism in the 
eads of the association ; which would 
probably not be much improved if the 
depositaries of the despotism (contrary 
to the views of the authors of the sys- 
tem) were varied from time to time 
according to the result of a popular 
canvass. But to suppose that one or 
a few human beings, howsoever se- 
lected, could, by whatever machinery 
of subordinate agency, be qualified to 
adapt each person's work to his capa- 
city, and proportion each person’s re- 
mxmeration to his merits --to he, ^ in 
fact, the dispensers of distributive jus- 
tice to every member of a community ; 
or that any nse which they could 
make of this power would give general 
satisfaction, or would be submitted to 
without the aid of force — is a supposi- 
tion almost too chimerical to be rea- 
soned against. A fixed rule, like that 
of equality, might be acquiesced in,- 
and so might chance, or an external 
necessity ; but that a handful of human 
beings should weigh everybody in the 
balance, and give more to one and less 
to another at their sole pleasure and 
judgment, vrould not be borne, unless 
from persons believed to be more than 
men, and hacked by supernatural 
terrors. 

The most skilfully combined, and 
with the greatest foresight of objec- 
tions, of all the forms of Socialism, is 
that commonly known as Fourierism. 
This system does not contemplate the 
abolition of private property, nor even 
of inheritance: on the contrary, it 
avowedly takes into consideration, as 
an element in the distribution of the 
produce, capital as well as labour. It 
proposes that the operations of indus- 
try should be carried on by associations 
of about two thousand members, com- 
bining their labour on a district of 
about a square league in extent, under 
the guidance of chiefs selected by 
themselves. In the distribution, a 
certain minimum is first assigned for 
the subsistence of every member of the 
community, whether capable or not of 
labour. The remainder of the produce 
K 2 
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is sliared in certain proportions, -to be 
determined beforehand, among the 
three elements, Labour, Capital, and 
Talent. The capital of the commu- 
nity may be owned in unequal shares 
by different members, who would in 
that case receive, as in any other joint- 
stock company, proportional dividends. 
The claim of each person bn the share 
of the produce apportioned to talent 
is estimated by the grade or rank 
which the individual occupies in the 
several groups of labourei's to which he 
or she belongs ; these grades being in 
all cases conferred by the choice of his 
or her companions. The remunera- 
tioio, wdlen received, would not of 
necessity be expended or enjoyed in 
common; there would be separate 
manages for all who preferred them, 
and no other community of living is 
contemplated, than that aU the mem- 
bers of the association should reside in 
the same pile of buildings ; for saving 
of labour and expense, not only in 
building, but in eveiy branch of do- 
mestic economy ; and in order that, 
the whole of the buying and selling 
operations of the community being 
performed by a single agent, the enor- 
mous portion of the produce of industry 
now carried off by the profits of mere 
distributors might be reduced to the 
smallest amount possible. 

This system, unlike Communism, 
does not, in theory at least, withdraw 
any of the motives to exertion which 
exist in the present state of society. 
On the contrary, if the arrangement 
worked according to the intentions of 
its contrivers, it would even strengthen 
those motives; since each person 
would have much more certainty of 
reaping individually the fruits of 
increased skill or energy, bodily or 
mental, than under the present social 
arrangements can he felt by any hut 
those who are in the most advan- 
tageous positions, or to whom the 
chapter of accidents is more than ordi- 
narily favourable. The Eourierists, 
however, have still another resource. 
They believe that they have solved 
the great and fundamental problem of 
rendering labour attractive. That this 
is -not impracticable, they contend by 


very strong arguments ; in particular 
by one which they haye in common 
with the Owenites, viz,, that scarcely 
any labour, however severe, undergone 
by human beings for the sake of sub- 
sistence, exceeds in intensity that 
which other human beings, whose sub- 
sistence is already provided for, are 
found ready and even eager to undergo 
for pleasure. This certainly is a most 
significant fact, and one from which 
the student in social philosophy may 
draw important instruction. But the 
argument founded on it may easily he 
stretched too far. If occupations full 
of discomfort and fatigue are freely 
pursued by many persons as amuse- 
ments, who does not, see that they are 
amusements exactly because they are 
pursued freely, and may be discon- 
tinued at pleasure ? The liberty of 
quitting a position often makes the 
whole ■ difference between its being 
painM and pleasurable. Many a per- 
son remains in the same town, street, 
or house from January to December, 
without a wish or a thought tending^ 
towards removal, who, if confined to* 
that same place by the mandate of 
authority, would find the imprisonment 
absolutely intolerable. 

According to the Fourierists, scarcely 
any kind of useful labour is naturally 
and necessarily disagreeable, unless it 
is either regarded as dishonourable, or 
is immoderate in degree, or destitute 
of the stimulus of sympathy and emu- 
lation. Excessive toil needs not, they 
contend, be undergone by any one, in 
a society in which there would he no 
idle class, and no labour wasted, as so 
enormous an amount of labour is now 
wasted, in useless things ; and where 
full advantage would be taken of the 
power of association, both in increasing 
the efficiency of production, and in 
economizing consumption. The other 
requisites for rendering labour at- 
tractive would, they think, he found 
in the execution of all labour by social 
groups, to any number of which the 
same individual might simultaneously 
belong, at his or her own choice ; their 
grade in each being determined by the 
degree of service which they were 
found capable of rendering, as appre* 
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dated by tbe suffrages of tlieir com- 
rades. It is inferred from tlie diver- 
sity of tastes and talents, that every 
member of the community would be 
attached to several groups, employing 
themselves in various kinds of occupa- 
tion, some bodily, others mental, and 
would be capable of occupying a high 
place in some one or more ; so that a 
real equality, or something more nearly 
approaching to it than might at first 
be supposed, would practically result : 
not from the compression, but, on the 
contrary, from the largest possible de- 
velopment, of the various natural supe- 
riorities residing in each individual. 

Even from so brief an outline, it 
must be evident that this system does 
no violence to any of the general laws 
by which human action, even in the 
present imperfect state of moral and 
intellectual cultivation, is influenced ; 
and that it would be extremely rash to 
pronoilnce it incapable of success, or 
unfitted to realize a great part of the 
hopes founded on it by its partisans. 
With regard to this, as to all other 
varieties of Socialism, the thing to be 
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desired, and to which they have a just 
claim, is opportunity of trial. They 
are all capable of being tried on a 
moderate scale, and at no risk, either 
personal or pecuniary, to any except 
those who try them. It is for expe- 
rience to determine how far or how 
soon any one or more of the possible 
systems of community of property will 
be fitted to substitute itself for the 
“ organization of industry” based on 
private ownership of land and capital. 
In the meantime we may, without at- 
tempting to limit the ultimate capabi- 
lities of human nature, affirm, that the 
political economist, for a considerable 
time to come, will Ije-cbiefiy concerned 
with the conditions of existence and 
progi’ess belonging to a society founded 
on private property and individual 
competition ; and that the object to be 
principally aimed at in the present 
stage of human improvement, is not; 
the- subversion of the systeim of indi- 
vidual property, hut the improvement 
of it, and the full participation of 
every member of the community in its 
benefits. 


CHAPTER II. 


THE SAME SUBJECT CONTINUED. 


§ 1. It is next to be considered, 
what is included in the idea of private 
property, and by what considerations 
the application of the principle should 
he hounded. 

^ The institution of property, w^hen 
limited to its essential elements, con- 
sists in the recognition, in each person, 
of a right to the exclusive disposal of 
■what he or she have produced by their 
own exertions, or received either by 
gift or by fair agreement, without force 
or fraud, from those who produced it. 
The foundation of the whole is, the 
right of producers to what they them- 
selves have produced. It may be ob- 
jected, therefore, to the institution as 
it now exists, that it recognises rights 
of property in individuals over things | 


which they have not produced. For 
example (it may he said) the opera- 
tives in a manufactory create, by their 
labour and skill, the whole produce; 
yet, instead of its belonging to them, 
the law gives them only their stipu- 
lated hire, and transfers the produce 
to some one who has merely supplied 
the funds, without perhaps contribu- 
ting anything to the work itself, even 
in the form of superintendence. The 
answer to this is, that the labour of 
manufacture is only one of the condi- 
tions which must combine for the pro- 
duction of the commodity. The 
labour cannot be carried on wdthout 
materials and machinery, nor without 
a stock of necessaries provided in 
advance, to maintain the labourers 
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dumig tEe prod'action. All tliese 
tHngs are tlie fruits of previous labour. 
If the labourers were possessed of 
them, they would not need to divide 
tbe produce with any one; but while 
they have them not, an equivalent 
must be given to those who have, both 
for the antecedent labour, and for the 
abstinence ‘by which the produce of 
that labour, instead of being expended 
on indulgences, has been reserved for 
this use. The capital may not have 
been, and in most cases was not, crea- 
ted by the labour and abstinence of 
the present possessor; but it was 
created by the labour and abstinence 
of some former person, who may in- 
deed have been wrongfully dispossessed 
of it, but who, in the present age of 
the world, much more probably trans- 
fen’ed his claims to the present capi- 
talist by gift or voluntary contract: 
and the abstinence at least must have 
been continued by each successive 
owner, down to the present. If it be 
said, as it may with truth, that those 
who have inherited the savings of 
others have an advantage which they 
may have in no way deserved, over 
the industrious whose predecessors 
have not left them anything ; I not 
only admit, but strenuously contend, 
that this unearned advantage should 
he curtailed, as much as is consistent 
with justice to those who thought fit 
to dispose of their savings by giving 
them to their descendants. But while 
it is true that the labourers are at a 
disadvantage compared with those 
whose predecessors have saved, it is 
also true that the labourers are far 
better off than if those predecessors 
had not saved. They share in the ad- 
vantage, though not to an eqxial extent 
with the inheritors. The terms of co- 
operation between present labour and 
tne fruits of past labour and saving, 
area subject for adjustment between 
the two parties. Each is necessary to 
the other. The capitalists can do 
nothing without labourers, nor the 
labourers without capital. . If the 
laboui'ers compete for employment, the 
capitalists on their part compete for 
labour, to the full extent of the circu- 
lating capital of the country. Com- 


petition i s often spoken of as if it were 
necessarily a cause of misery and 
degradation to the labouring class ; as 
if high wages were not precisely as 
much a product of competition as low 
wages. The remuneration of labour 
is as much the result of the law of 
competition in the United States, as it 
is in Ireland, and much more com- 
pletely so than in England. 

The right of property includes, then, 
the freedom of acquiring by contract. 
The right of each to what he has pro- 
duced, implies a right to what has been 
produced by others, if obtained by 
their free consent ; since the pro- 
ducers must either have given it from 
good will, or exchanged it for what 
they esteemed an equivalent, and to 
prevent them from doing so would 
he to infringe their right of pro- 
perty in the product of their own in- 
dustry. 

§ 2. Before proceeding to consider 
the things whi^ the principle of indi- 
vidual property does not include, we 
must specify one more thing which it 
does include : and this is, that a title, 
after a certain period, should be given 
by prescription. According to the fun- 
damental idea of property, indeed, 
nothing ought to be treated as such, 
which has been acquired by force or 
fraud, or appropriated in ignorance of 
a prior title vested in some other per- 
son ; but it is necessary to the security 
of rightfrtl possessors, that they should 
not be molested by charges of wrong- 
fol acquisition, when by the lapse of 
time witnesses must have perished or 
been lost sight of, and the real cha- 
racter of the transaction can no longer 
be cleared up. Possession which has 
not been legally questioned witliin a 
moderate number of years, ought to 
be, as by the laws of all nations it is, 

■ a complete title. Even when the acqui- 
sition was wrongful, the dispossession, 
after a generation has elapsed, of the 
probably bond fide possessors, by tb® 
revival of a claim w’bicb bad been long* 
dormant, would generally be a greater 
injustice, -and almost alw^ays a greater 
private and public mischief^ than 
leaving the original wrong without 
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atonement. It may seem liard, that 
a claim, originally just, sbonld be de- 
feated by mere lapse of time ; but 
there is a time after wbieb, (even look- 
ing at the individual case, and without 
regard to the gen eraL effect on the 
security of possessors,) the balance^ of 
hardship turns the otlxer way. With 
tlie injustices of men, as with the con- 
vulsions and disasters of nature, the 
longer they remain unrepaired, the 
greater become the obstacles to re- 
pairing them, arising from the after- ! 
growths which would have to be torn | 
up or broken through. In no human ; 
transactions, not even in the simplest 
and clearest, does it follow that a thing 
is fit to be done now, because it was 
fit to be done sixty years ago. It is 
scarcely needful to remark, that these 
reasons for not disturbing acts of in- 
justice of old date, cannot apply to 
unjust systems or institutions; since 
a bad law or usage is not one bad act, 
in the remote past, but a perpetual re- 
petition of bad acts, as long as the law 
or usage lasts. 

Such, then, being the essentials of 
private property, it is now to be con- 
si* lered, to what extent the forms in 
which the institution has existed in 
different states of society, or still ex- 
ists, are necessary consequences of its 
principle, or are recommended by the 
reasons on which it is grounded. 

§ 3. Kothing is implied in^ pro- 
perty but the right of each to his (or 
her) own faculties, to what he can 
produce by them, and to whatever he 
can get for them in a fair mai'ket : to- 
gether with his right to give this' to 
any other person if he chooses, and 
the right of that other to receive and 
enjoy it. 

It follows, therefore, that although 
the right of bequest, or gift after death, 
fbnns pait of the idea of private pro- 
perty, the right of inheritance, as 
distiiignished from beqnest, does not. 
That the property of persons who have 
made no disposition of it (during their 
lifetime, should pass first to their chil-> 
dren,^ and failing them, to the nearest 
relations, may be a proper arrange- 
ment or not, hut is no consequence of; 
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the principle of private property 
Although there belong to the decision 
of such questions many considerations 
besides those of political economy, 
it is not foreign to the plan of this 
work to suggest, for the jud^ent of 
thinkers, the view of them which most 
recommends itself to the writer’s 
mind. 

No presumption in favour of existing 
ideas on this subject is to he derived 
from their antiquity. In early ages, 
the property of a deceased person 
passed to his children and nearest rela- 
tives by so natural and obvious an 
arrangement, that no other was likely 
to be even thought of in competition 
with it. In the first place, they were 
usually present on the spot : they were 
in possession, and if they had no other 
title, had that, so important in an early 
state of society, of first occupancy. 
Secondly, they were already, in a man- 
nei', joint owners of his property during 
his life. If the property was in land, 
it had generally been conferred by the 
State on a family rather than on an 
individual : if it consisted of cattle or 
moveable goods, it had probably been 
ac( 5 nired, and was certainly protected 
and defended, by the united efforts of 
all members of the family who were of 
an age to work or fight. Exclusive 
individual property, in the modem 
sense, scarcely entered into the ideas 
of the time ; and when the first magis- 
trate of the association died, he really 
left nothing vacant but his own share 
in the division^ which devolved on the 
member of the family who succeeded to 
his authority. To have disposed of the 
property otherwise, would have been 
to break up a little commonwealth, 
united by ideas, interest, and habits, 
and to cast them adrift on the world. 
These considerations, though rather 
felt than reasoned about, had so great 
an influence on the minds of mankind, 
as to create the idea of an inherent 
right in the children to the possessions 
of their ancestor ; a right which it was 
not competent to himself to defeat. 

, Bequest, in a primitive state of so- 
ciety, was seldom recognised; a clear 
proof, were there no other, that pro- 
perty was conceived in a manner to- 
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tally differeiit from the conception of it 
in the present time.* ^ 

But the feudal family, the last histo- 
rical form of patriarchal life, has long 
perished, and the unit of society is not 
now the family or clan, composed of all 
the reputed descendants of a common 
ancestor, hut the individual ; or at 
most a pair of individuals, with their 
unemancipated children. Property is 
now^ inherent in individnals, not in 
families : the children when grown up 
do not follow the occupations or for- 
tunes of the parent: if they partici- 
pate in the pai'ent’s pecuniary means 
it is at his or her pleasure, and not hy 
a voice in the ownership and govern- 
ment of the whole, but generally by 
the exclusive enjoyment of a part: 
and in this country at least (except as 
far as entails or settlements are an ob- 
stacle) it is in the power of parents to 
disinherit even their children, and 
leave their fortune to strangers. More 
distant relatives are in general almost 
as completely detached from the family 
and its interests as if they were in no 
way connected with it. The only 
claim they are supposed to have on 
their richer relations, is to a prelerence, 
cceteris paribus, in good offices, and 
some aid in case of actual necessity. 

So great a change in the constitu- 
tion of society must make a consider- 
able difference in the grounds on which 
the disposal of property by inheritance 
should rest. The reasons usually 
assigned by modern writers for giving 
the property of a person who dies in- 
testate, to the children, or nearest 
relatives, are first, the supposition that 
in so disposing of it, the law is more 
likely than in any other mode to do 
what the proprietor vrould have done, 
if he had done anything; and secondly, 
the hardship, to those who lived with 
their parents and partook in their 
opulence, of being cast down from 
the enjoyments of wealth into poverty 
and privation. 

There is some force in both these 
arguments. The law ought, no doubt, 

* See, for admirable illustrations of this 
and many Icinclred |.)olnt8, Mr. ^Maine’s pro- 
found woi h on Ancient Law and its relation 
to Modern Ideas, 


to do for the children or dependents of 
an intestate, whatever it was the duty 
of the parent or protector to have done, 
so far as this can be known by any 
one besides himself. Since, howevei’, 
the law cannot decide on individual 
claims, hut must proceed by general 
rules, it is next to be considered what 
these I'ules should he. 

We may first remark, that in regard 
to collateral relatives, it is not, unless 
on gi'ounds personal to the particular 
individual, the duty of any one to make 
a pecuniary provision for them. No 
one now expects it, unless there happens 
to be no direct heirs ; nor would it he 
expected even then, if the expectation 
were not created hy the provisions of 
the law in case of intestacy. I see, 
thereibre, no reason why collateral 
inheritance should exist at all. Mr. 
Bentham long ago proposed, and other 
high authorities have agreed in the 
opinion, that if there are no heirs 
either in the descending or in the 
ascending line, the propert}'-, in case 
of intestacy, should escheat to the 
State. With respect to the more 
remote degrees of collateral relation- 
ship, the point is not very likely to be 
disputed. Few will maintain that 
there is any good reason why the 
accumulations of some childless miser^ 
should on his death (as every now and* 
then happens) go to enrich a distant 
relative who never sawrhim, who per- 
haps never knew himself to be related 
to him until there w^'as something to be 
gained by it, and who had no moral 
claim upon him of any kind, more than 
the most entire stranger. But the 
reason of the case applies alike to all 
collaterals, even in the nearest degree. 
Collaterals have no real claims, but 
such as maybe equally strong in the 
case of non-relatives ; and in the one 
case as in the other, where valid claims 
exist, the proper mode of paying regard 
to them is by bequest. 

The claims of children are of a 
different nature : they are real, and in- 
defea sible . Xhit even of these, I venture 
to think that the measure usually taken 
is an erroneous one: what is due to 
children is in some respects undei- 
rated, in others, as it appears to me, 
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exaggerated. One of tlie most binding 
of all obligations, that of not bringing 
children into the world unless they can 
he maintained in comfort during child- 
hood, and brought up with a likelihood 
of supporting themselves when of full 
sige, is both disregarded in practice 
and made light of in theory in a manner 
disgraceful to humau intelligence. On 
the other hand, when the parent pos- 
sesses property, the claims -of the 
children upon it seem to me to he the 
subject of ;an opposite error. What- 
e-^^r fortune a parent may have in- 
herited, or still more, may have ac- 
quired, I cannot admit that he owes 
to his children, merely because they 
are his children, to leave them rich, 
without the necessity of any exertion. 
I could not admit it, even if to he so 
left were always, and certainly, for the 
good of the children themselves. But 
this is in the highest degree uncertain. 
It depends on individual character. 
Without supposing extreme cases, 'it 
may be affirmed that in a majority of 
instances the good not only of society 
hut of the individuals would be better 
consulted by bequeathing to them a 
moderate, than a large provision. This, 
which is a common-place of moralists 
ancient and modern, is felt to be true 
by many intelligent parents, and would 
he acted upon much more frequently, 
if they did not allow themselves to 
consider less what really is, than what 
win be thought by others to he, ad- 
vantageous to the children. 

The duties of parents to their 
children are those which are indis- 
solubly attached to the fact of causing 
the existence of a human being. The 
parent owes to society fo endeavour to 
make the child a good and valuable 
member of it, and owes to the children 
to provide, so far as depends on him, 
such education, and such appliances j 
and means, as will enable them to start 
with a fair chance of achieving by 
their own exertions a successful life. 
To this every child has a claim ; and 
I cannot admit, that as a child he 
has a claim to more. There is a case 
in which these obligations present 
themselves in their true light, without 
any extrinsic circumstances to disguise 


[ or confuse them : it is that of an iliegi- 
I timate child. To such a child it is 
generally felt that there is due from 
the parent, the amount of provision 
for his welfare which will enable him 
to make his life on the whole a desir- 
able one. I hold that to no child, 
merely as such, anything more is due, 
than what is admitted to he due to an 
illegitimate child : and that no child 
for whom thus much has been done, 
has, unless on the score of previously 
raised expectations, any grievance, if 
the remainder of the parent’s fortune 
is devoted to public uses, or to the 
benefit of individuals on whom in the 
parent’s opinion it is better bestowed. 

In order to give the children that 
fair chance of a desirable existence, 
to which they are entitled, it is gene- 
rally necessary that they should not 
be brought up from childhood in habits 
of luxury which they will not have the 
means of indulging in after life. This, 
again, is a duty often flagrantly vio- 
lated by possessors of terminable in- 
comes, who have little property to 
leave. M'hen the children of "rich 
parents have lived, as it is natural 
they should do, in habits correspond- 
ing to the scale of expenditure in 
which the parents indulge, it is gene- 
rally the duty of the parents to make 
a greater profusion for them, than 
would suffice for children otherwise 
brought up. I say generall; 7 , because 
even here there is another side to the 
question. It is a proposition quite 
capable of being maintained, that to a 
strong nature which has to make its 
way against narrow circumstances, to 
have known early some of the feelings 
and experiences of wealth, is an ad- 
vantage both in the formation of cha- 
racter and in the happiness of life. 
But allowing that children have a just 
ground of complaint, who have been 
brought up to require luxuries which 
they are not afterwards likely to obtain, 
and that their claim, therefore, is good 
to a provision hearing some relation to 
the mode of their bringing up ; this, too, 
is a claim which is particularly liable 
to be stretched further than its reasons 
warrant. The case is exactly that of 
the younger children of the nobility 
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and laBded gentry, the bulk of whose 
fortune passes to the eldest son. The 
other sons, who are usually nnmerous, 
sire brought up in the same habits of 
luxury as the future heir, and they 
receive, as a younger brother’s portion, 
generally what the reason of the case 
dictates, namely, enough to support, 
in the habits of life to which they are 
accustomed, themselves, but not a wife 
or children. It really is no grievance 
to any man, that for the means of 
marrying and of supporting a family, 
he has to depend on his own exertions . 

A provision, then, such as is ad- 
mitted to he reasonable in the case 
of illegitimate children, of younger 
children, wherever in short the justice 
of the case, and the real interests of 
the individuals and of society, are the 
only things considered, is, I conceive, 
all that parents owe to their children, 
and all, therefore, which the state 
owes to the children of those who 
die intestate. The surplus, if any, 
I hold that it may rightfully appro- 
priate to the general purposes of the 
community. I would not, nowever, be 
supposed to recommend that parents 
should never do more for their children 
than what, merely as children, they 
have a moral right to. In some cases 
it is imperative, in many laudable, and 
in all allow^able, to do much more. 
Tor this, however, the means are 
afibrded by the liberty of bequest. It 
is due, not to the children hut to the 
parents, that they should have the 
power of showing marks of affection, 
of requiting services and sacrifices, 
and of bestowing their wealth according 
to their own preferences, or their own 
judgment of fitness. 

§ 4. Whether the power of bequest 
should itself be subject to limitation, is 
an ulterior question of great import- 
ance. Unlike inheritance ab mtestato^ 
bequest is one of the attributes of pro- 
perty : the ownership of a thing can- 
not be looked upon as complete with- 
out the power of bestowing it, at death 
or during Hie, at the owner’s pleasure : 
and all the reastJiis, which recommend 
that piivate property should exist, 
recommend jpro tanto this extension of 


it. But property is only a means to 
an end, not itself the end. Like all 
other proprietary rights, and even in a 
greater degree than most, the power 
of bequest maybe so exercised as to 
conflict with the permanent interests 
of the human race. It does so, when, 
not content with bequeathing an es- 
tate to A, the testator prescribes that 
on A’s death it shall pass to his 
eldest son, and to that son’s son, and 
so on for ever. No donbt, persons 
have occasionally exerted themselves 
more strenuously to acquire a fortune 
from the hope of founding a family in 
perpetuity; but the mischiefs to society 
of such perpetuities outweigh the 
value of this incentive to exertion, and 
the incentives in the case of those 
who have the opportunity of making 
large fortunes are strong enough with- 
out it. A similar abuse of the power 
of bequest is committed when a person 
who does the meritorious act of leaving 
property for public uses, attempts to 
prescribe the details of its application 
in perpetuity; when in founding a 
place of education, (for instance) he 
dictates, for ever, what doctrines shall 
he taught. It being impossible that 
any one should know what doctrines 
will be fit to be taught after he has 
been dead for centuries, the law ought 
not to give effect to such dispositions 
of property, unless subject to the per- 
petual revision (after a certain interval 
has elapsed) of a fitting authority. 

These are obvious limitations. But 
even the simplest exercise of the right 
of bequest, that of determining the 
person to whom property shall pass 
immediately on the death of the tes- 
tator, has always been reckoned among 
the privileges which might he limited 
or varied, according to views of ex- 
pediency. The limitations, hitherto, 
have been almost solely in favour of 
children. In England the right is 
in principle unlimited, almost the only 
impediment being that arising fi’om a 
settlement by a former proprietor, in 
which case the holder for the tipae 
being cannot indeed bequeath bis pos* 
sessions, hut only because there is 
nothing to bequeath, he having meinly 
a life interest. By the Eoman lawj 
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on whicli tlie civil legislation of the 
Continent of Europe is principally 
founded, bequest originally was not 
permitted at all, and even after it was 
introduced, a legitima portio was com- 
pulsorily reserved for each child ; and 
such is still the law in some of the 
Continental nations. By the French 
law since the Revolution, the parent 
can only dispose by will, of a portion 
equal to the share of one child, each of 
the children taking an equal portion. 
This entail, as it may be called, of the 
bulk of every one’s property upon the 
children collectively, seems to me as 
little defensible in principle as an en- 
tail in favour of one child, though it 
does not shock so directly the idea of 
justice. I cannot admit that parents 
should be compelled to leave to their 
children even that provision which, as 
children, I have contended that they 
have a moral claim to. Children may 
forfeit that claim^ by general un- 
worthiness, or particular iU-conduct to 
the parents: they may have other 
resources or prospects : what has been 
previously done for them, in the way 
of education and advancement in life, 
may fully satisfy their moral claim ; or 
others may have claims superior to 
theirs. 

The extreme restriction of the power 
of bequest in French law was adopted 
as a democratic expedient, to break 
down the custom of primogeniture, and 
counteract the tendency of inherited 
property to collect in large masses. I 
agree in thinking these objects emi- 
nently desirable ; but the means used 
are not, I think, the most judicious. 
Were I framing a code of laws accord- 
ing to what seems to me best in itself, 
•without regard to existing opinions and 
sentiments, I should prefer to restrict, 
not what any one might bequeath, but 
what any one should be permitted to 
acquire, by bequest or iuberitance. 
Each person should have power to dis- 
pose by will of his or her whole pro- 
perty ; but not to lavish it in enriching 
some one individual, beyond a certain 
maximum, which should he fixed suffi- 
ciently high to afford the means of 
comfortable independence. The in- 
equalities of property which arise from 


unequal industry, frugality, perse- 
verance, talents, and to a certain extent 
even opportunities, are inseparable from 
the principle of private property, and 
if we accept the principle, we must hear 
with these consequences of it: but I 
see nothing objectionable in fixing a 
limit to what any one may acquire by 
the naere favour of others, without any 
exercise of his faculties, and in requiring 
that if he desires any furthur accession 
of fortune, he shall work for it.’^ I 
do not concei-ve that the degree of 
limitation which this would impose 
on the right of bequest, would be 
felt as a burthensome restraint by 
any testator who estimated a large 
fortune at its true value, that of the 
pleasures and advantages that can be 
purchased with it : on even the most 
extravagant estimate of which, it must 
he apparent to every one, that the dif- 
ference to the happiness of the possessor 
between a moderate independence and 
five times as much, is insignificant 
when weighed against the enjo 3 n[nent 
that might he given, and the perma- 
nent benefits diffused, by some other 
disposal of the four-fifths. So long 
indeed as 'the opinion practically pre- 
vails, that the best thing which can he 
done for objects of affection is to heap 
on them to satiety those intrinsically 
worthlessthings on which large fortunes 
are mostly expended, there might be 
little use in enacting such a la\v, even 
if it were possible to get it passed, 
since if there were the inclination, 
there would generally be the power of 

* In the case of capital employed in the 
bands of the owner himself, in carrying on 
any of the operations of industry, there are 
str^g grounds for leaving to him the power 
of Bequeathing to one person the whole of 
the funds actually engaged in a single enter- 
prise. It is well that he should be enabled 
to leave the enterprise under the control of 
whichever of his heirs he regards as best fit- 
ted to conduct it virtuously and efficiently; 
and the necessity (very frequent and incon- 
venient under the French law) would be 
obviated, of breaking up a manufacturing 
or commercial establishment at the deatli of 
its chief. In like manner it should be al- 
lowed to a proprietor who leaves, to one of 
his successors the moral burthen of keeping 
up an ancestral mansion and park or plea- 
sure-ground, to bestow along with them as 
much other property as is required for their 
sufficient mmntenance. 
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evading it. Tlie law would be unavail- 
ing nnlesstlie popular sentiment went 
energetically along with it; which 
(judging from^the tenacious adherence 
of public opinion in France to the law 
of conipulsory division) it would in 
some states of society and government 
be very likely to do, however much the 
contrary may be the fact in England 
and at the present time. If the re- 
striction could be made practically ef- 
fectual, the benefit would be great. 
Wealth which could no longer he em- 
ployed in over-enriching a few, would 
either he devoted to objects of public 
usefulness, or if bestowedon individuals, 
would be distributed among a larger 
number. While those enormous for- 
tunes which no one needs for (iny per- 
sonal purpose but ostentation or im- 
proper power, would become much less 
numerous, there would be a great mul- 
tiplication of persons in easy circum- 
stances, with the advantages of leisure, 
and all the real enjoyments which 
wealth can give, except those of vanity; 
a class by whom the services which a 
nation having leisured classes is enti- 
tled to expect from them, either by 
their direct exertions or hy the tone 
they give to the feelings and tastes of 
the public, would be rendered in amuck 
mote henelicial manner than at present. 
A large portion also of the accumula- 
tions of successful industry would pro- 
bably be devoted to public uses, either 
by direct bequests to the State, or hy 
the endowment of institutions; as is 
already done very largely in the United 
States, where the ideas and practice in 
the matter of inheritance seem to be 
unusually rational and beneficial.'j^ 

* “ Munificent Isequests and donations for 
public purposes, whether charitable or edu- 
cational, form a striking feature in the 
modern history of the United States, and 
especially of New England. Not only is it 
common for rich capitalists to leave by will 
a portion of their fortune towards the en- 
dowment of national institutions, but indi- 
viduals during their lifetime make magni- 
ficent grants of money for the same objects. 
There is here no compulsory law for the 
equal partition < t property among children, 
as in Francf, and* on the other hand, no 
custom of email oi' primogeniture, as in 
England, so that ibe affluent feel themselves 
at liberty to share their wealth between 
their kindred and the public j it being iin- . 


§ 5,_ The next point to be consi- 
dered is, whether the reasons on wliich 
the instithtion of property rests, are 
applicable to all things in which a right 
of exclusive ownership is at present 
recognised ; and if not, on wliat other 
grounds the recognition is defensible. 

The essential principle of property 
being to assure to all persons tvhat 
they have produced by their labour and 
accumulated by their abstinence, this 
principle cannot apply to what is not 
the produce of labour, the raw material 
of the earth. If the land derived its 
productive power wholly from n^iture, 
and not at all from industry, or if there 
were any means of discriminating what 
is derived from each source, it not only 
would not be necessary, but it would 
be the height of injustice, to let the gift 
of nature be engrossed by individuals. 
The use of the land in agriculture 
must indeed, for the time being, be of 
necessity exclusive; the same person 
who has ploughed and sovm must .he 
permitted to reap : but the land might 
be occupied for one season only, as 
among the ancient Gennans ; or might 
he periodically redivided as population 
increased : or the State might be the 
universal landlord, and the cultivators 
tenants underit, eitheron lease or atvdll. 

But though land is not the produce 
of industry, most of its valuable quali- 
ties are so. I;abour is not only requi- 
site for using, but almost equally so for 
fashioning the instrument. Consider- 
able labour is often required at the com- 
mencement, to clear the land for cul- 
tivation. In many cases, even when 

possible to found a family, and parents hav- 
ing frequently the happiness of seeing all 
their children well provided for and inde- 
pendent long before their death. I have 
seen a list of bequests and donations made 
during the last thirty yeai'S for the benefit 
of religious, charitable, and literary institu- 
tions in the State of Massachusetts alone, 
and they amounted to no less a sum than six 
millions of dollars, or more than a million 
sterling.” — Lyell’s Travels in America, vol. i. 
p.263. 

In England, whoever leaves anything, be- 
yond trifling legacies, for public oi' benefi- 
cent objects, when he has anynear relatives 
living, does sd at the risk of being declared 
ir-sane by a. jury after his death, or at the 
least, of having the property wasted in a 
Chancery suit to set aside the will. 
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cleared, its productiveness is wliolly 
the effect of labour and. art. The 
Bedford Level produced little or ^ no- 
thing until artificially drained. The 
bogs of Ireland, until the same thing 
is done to them, can produce little 
besides fuel. One of the barrennest 
soils in the world, composed of the ma- 
terial of the Goodwin Sands, the Pays 
de Waes in Plariders, has been so fer- 
tilized by industry, as to have become 
one of the most productive in Europe. 
Cultivation also requires buildings 
and fences, which are wdiolly the pro- 
duce* of labour. The fruits of this in- 
dustry cannot be reaped in a short 
period. The labour and outlay are 
immediate, the benefit is spread over 
many years, perhaps over all future 
time. A holder will not incur this 
labour and outlay when strangers and 
not himself will be benefited by it. If 
he midertakes such improvements, he 
must have a sufiicient period before 
him in which to profit by them ; and 
he is in no way so sure of having al- 
ways a sufficient period as when his 
tenure is perpetual.* 

§ 6, These are the reasons which 
form the justification, in an economical 
point of view, of property in land. It 
is seen that they are only valid, in so 
far as the pi'oprietor of land -is its im- 
prover. Av'henever, in any country, 
the proprietor, generally speaking, 

* “ What endowed man with intelligence 
and perseverance in labour, what made him 
direct all his efforts towards an end useful 
to his race, was the sentiment jt' perpetuity. 
The lands which the streams have deposited 
along their course are always the most fer- 
tile, but ai’e also those which they menace 
with their inundations or corrupt by 
mai’shes. Under the guarantee of perpe- 
tuity men undertook long and painful la- 
bours to give the marshes an outlet, to erect 
embankments against inundadons, to dis- 
tribute by irrigation-channels fertilizing 
waters over the same fields which the same 
waters had condemned to sterility. U nder 
the same guarantee, man, no longer con- 
tenting himself with the annual products of 
the earth, distinguished among the wild ve- 
getation the perennial plants, shrubs, and 
trees which would be useful to him, im- 
proved them by culture, changed, it may 
almost be said, their very nature, and multi- 
plied their amount. There are fruits which 
it required centuries of cultivation to bring 
to their present perfection, and others which 




ceases to be tbe improver, political I 

economy has nothing to say in defence j 

of landed property, as there established. j 

In no sound theory of private property I 

was it ever contemplated that the pro- I 

prietor of land should be merely a I 

sinecnrist quartered on it. I 

In Great Britain, the landed pro- I 

prietor is not nnfreqnentiy an improver. I 

But it cannot be said that he is gene- I 

rally so. And in the majority of cases I 

he grants the liberty of cultivation on I 

such terms, as to prevent improvements j 

from being made by any one_ else. In j 

the southern parts of the island, as I 

there are usually no leases, permanent 1 

improvements can scarcely be made j 

except by the landlord’s capital; ac- I 

cordingly the South, compared with I 

the North .of England, and with the “ 

Lowlands of Scotland, is still extremely 
backward in agidcultural improvement. 

The trath is, that any very general 
improvement of land by the landlords, 
is hardly compatible with a law or 
custom of primogeniture. When the 
land goes wholly ^ to the heir, it gene- 
rally goes to him severed from the 
pecuniary resources which would ena- 
ble him to improve it, the personal 
property being absorbed by the provi- 
sion for younger children, and the land 
itself often heavily burthened for the 
same purpose. There is therefore but 
a small proportion of landlords who 
have the means of making^ expensive 

have been introduced from the most remote 
regions. Men have opened the earth to a 
great depth to renew the soil, and fertilize 
it by the mixture of its parts and by contact 
with the air; they have fi.xed on the hill- 
sides the soil which would have slid off; 
and have covered the face of the country 
with a vegetation everywhere abundant, and 
everywhere useful to the human race. 

Among their labours there are some of 
wiiich the fruits can only be reaped at the 
end of ten or of twenty yeai's; there are 
others by which their posterity will still 
benefit after several centuries. All have 
concurred in augmenting the productive 
force of nature, in giving to mankind a re- 
venue infinitely more abundant, a revenue 
of which a considerable part is consumed by 
those who have no share in the ownership 
of the land, but who would not have found 
a maintenance but for that appropriation of 
the soil by which they seem, at first sight, to 
have been disinherited."— Sismondi, Studies 
in FoUtical BGonomyt Third Essay, on Ter- 
ritorial Wealth. 
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improvements, unless tliey do it witR 
boiTowed money, and by adding to tbe 
mortgages with wbicb in most cases 
tbe land was already burtbened when 
they received it. But the position of 
the owner of a deeply mortgaged estate 
is so precarious ; economy is so unwel- 
come to one whose apparent fortune 
greatly exceeds his real means, and 
the vicissitudes of rent and price which 
only trench upon the margin of his in- 
come, are so formidable to one who can 
call little more, than the margin his 
own ; that it is no wonder if few land- 
lords find themselves in a condition to 
make immediate sacrifices for the sake 
of future profit. Were they ever so 
much inclined, those alone can pru- 
dently do it, who have seriously studied 
the principles of scientific agriculture: 
and great landlords have seldom seri- 
ously studied anything. They might 
at least hold out inducements to the 
farmers to do what they will not or 
cannot do themselves ; but even in 
granting leases, it is in England a 
general complaint that they tie up 
fiieir tenants by covenants grounded 
on the practices of an obsolete and ex- 
lode d agriculture : while most of them, 
y withholding leases altogether, and 
giving the farmer no guarantee of pos- 
session beyond a single harvest, keep 
the land on a footing little more favour- 
able to improvement than in the time 
of our barbarous ancestors, 

immetata quibus jugera liberas 

^'rtiges et Cererem ferunt. 

Nee cultura placet longior annud. 

Landed property in England is thus 
very far from completely fulfilling the 
conditions which rerder its existence 
economically justifiable. But if insuffi- 
ciently realized even in England, in 
Ireland those conditions are not com- 
plied with at all. With individual 
exceptions (some of them very honour- 
able ones), the owners of Irish estates 
do nothing for the land hut drain it 
of its produce. What has been epi- 
grammatically said in the discussions 
on “peculiar burthens’^ is literally 
true when applied to them ; that the 
greatest “burthen on land^’ is the 
landlords. Returning nothing to the 
soil, they consume its whole produce, 


minus the potatoes strictly necessary 
to keep the inhabitants from dying of 
famine : and when they have any pur- 
pose of improvement, the preparatory 
step usually consists in not leaving 
even this pittance, but turning out the 
people to beggary if not to starvation.'^ 
When landed property has placed it- 
self upon this footing it ceases to be 
defensible, and tbe time has come for 
making some new anangement of the 
matter. 

When the “ sacredness of property” 
is talked of, it should always be remem- 
bered, that any such sacredness* does 
not belong in the same degree to landed 
property. No man made the land. 
It is the original inheritance of the 
whole species. Its appropriation is 
wholly a question of general expe- 
diency. When private property in 
land is not expedient, it is unjust. It 
is no hardship to any one, to he ex- 
cluded from what others have pro- 
duced: they were not bound to produce 
it for his use, and he loses nothing by 
not sharing in wbat otherwise would 
not have existed at all. But it is 
some hardship to be horn into the 
world and to find all nature’s gifts 
previously engrossed, and no place left 
for the new-comer. To reconcile peo- 
ple to this, after they have once 
admitted into their minds the idea that 
any moral rights belong to them as 
human beings, it will always he neces- 
sary to convince them that the exclu- 
sive appropriation is good for mankind 
on the whole, themselves included. 
But this is what no sane human being 
could he persuaded of, if the relation 
between the landowner and the cul- 
tivator were the same everywhere as it 
has been in Ireland. 

Landed property is felt even by those 
most tenacious of its rights, to he a 
different thing from other property ; 
and where the bulk of the community 
have been disinherited of their share of 
it, and it has become the exclusive 

* I must beg the reader to bear in mind 
that this paragraph was -writfen eighteen 
years ago. So wonderful are the changes, 
both moral and economical, taking place in 
our age, that, without perpetually re-writing 
a work like the present, it is impossible to 
keep up with them. 
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attribute of a small miuority,_ meii li.aYe 
generally tried to reconcile it, at least 
in theory, to their sense of justice, by 
endeavouring to attach duties to it, 
and erecting it into a sort of magis- 
tracy, either moral or legal. But if 
the state is at liberty to treat the 
possessors of land as public func- 
tionaries, it is only _ going one step 
further to say, that it is at liberty to 
discard them. The claim of the land- 
owners to the land is altogether subor- 
dinate to the general policy of the 
state. The principle of property gives 
them no right to the land, but only 
a right to compensation for whatever 
portion of their interest in the land it 
may be the policy of the state to 
deprive them of. To that, their claim 
is indefeasible. It is due to land- 
owners, and to owers of any property 
whatever, recognised as such by the 
state, that they should not be dis- 
possessed of it without receiving its 
pecuniary value, or an annual income 
equal to what they derived from it. 
This is due on the general principles 
on which property rests. If the land 
was bought with the produce of the 
labour and abstinence of themselves or 
their ancestors, compensation is due to 
them on ^ that ground; even if other- 
wise, it is still due on the ground of 
prescription. Nor can it ever he neces- 
sary for accomplishing an object by 
which the community altogether will 
gain, that a particular portion of the 
community should he immolated. 
When the property is of a kind to 
which peculiar affections attach them- 
selves, the compensation ought to 
exceed a hare pecuniary equivalent. 
But, subject to this proviso, the state 
is at libeity to deal with landed pro- 
perty as the general interests of the 
community may require, even to the 
extent, if it so happen,, of doing with 
the whole, what is done with a part 
whenever a bill is passed for a railroad 
er a new street. The community has 
too much at stake in the proper cul- 
tivation of the land, and in the condi- 
tions annexed to the occupancy of it, 
to leave these things to the discretion 
of a class of persons called landlords, 
when they have shown themselves 


unfit for the trust. The legislature, 
which if it pleased might convert 
the whole body of landlords into fund- 
holders or pensioners, might, fortiori, 
commute the average receipts of Irish 
landowners into a fixed rent charge, 
and raise the tenants into proprietors ; 
supposing always that the fuU market 
value of the land was tendered to the 
, landlords, in case they preferred that 
to accepting the conditions proposed. 

There will be another place for dis- 
cussing the various modes of landed 
px'operty and tenure, and the advan- 
tages and inconveniences of each ; in 
this chapter our concern is with the 
right itself, the grounds which justify 
it, and (as a corollary from these) the 
conditions by which it should he limited. 
To me it seems almost an axiom that 
property in land should he interpreted 
strictly, and that the balance in all 
cases of doubt should incline against 
the proprietor. The reverse is the 
case with property in moveables, and 
in all things the product of labour : 
over these, the owner’s power both of 
use and of exclusion should be abso- 
lute, except where positive evil to 
others would result from it ; hut in the 
case of land, no exclusive right should 
he permitted in any individual, which 
cannot be shown to be productive of 
positive good. To be allowed any ex- 
clusive right at’ all, over a portion of 
the common inheritance, while there 
are others who have no portion, is 
already a privilege. No quantity of 
moveable goods which a person can 
acquire by his labour, prevents others 
from apquiring the like by the same 
means ; but from the very nature of 
the case, whoever owns land, keeps 
others out of the enjoyment of it. 
The privilege, or monopoly, is only 
defensible as a necessary evil ; it be- 
comes an injustice when carried to any 
point to which the compensating good 
does not follow it. 

For instance, the exclusive right to 
the land for purposes of cultivation 
does not imply an exclusive right to it 
for purposes of access; and no such 
right ought to be recognized, except 
to the extent necessary to protect the 
produce against damage, and the 
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owner’s privacy against invasion. The 
pretension of two Dukes to shut up 
' a part of the Highlands, .-and exclude 
the rest of mankind from many square 
miles of mountain scenery to prevent 
distiirbance to wild animals,, is an 
abuse ; it exceeds the legitimate bounds 
of the right of landed property. When 
land is not intended to be cultivated, 
no good reason can in general be given 
for its being private property at all; 
and if any one is permitted to call it 
his, he ought to know that he holds it 
by sufferance of the community, and 
on an implied condition that his owner- 
ship, since it cannot possibly do them 
any good, at least shall not deprive 
them of any, which they could have 
derived from the land if it had been 
unappropriated. Even in the case of 
cultivated land, a man whom, though 
onfy one among millions, the law permits 
to hold thousands of acres as his single 
share, is not entitled to think that all 
this is given to him to use and abuse, 
and deal with as if it concerned nobody 
but himself The rents or profits which 
he can obtj^in from it are at his sole 
disposal ; but vdtli regard to the land, 
in everything which lie does with it, 
and in everything which he abstains 
from doing, he is morally bound, and 
should whenever the case admits be 
legally compelled, to make his interest 
and pleasure consistent with the public 
good. The species at large still re- 
tains, of its original claim to the soil 
of the planet which it inhabits, as much 
as is compatible wdth the puiposes for 
which it has parted with the remainder. 

§ 7. Besides property in the pro- 
duce of labour, and property in land, 
there are other things which are or 
have been subjects of property, in 
which no proprietary rights ought to 
exist at all. But as the civilized world 
has in general made up its mind on 
most of these, there is no necessity for 
dwelling on them in this place. At 
the head of them, is property in human 
beings. It is almost superfluous to 
observe, that this institution can have 
no place in any society even pretending 
to be founded on justice, or on feUow- 
ship between human creatures. But, 


iniquitous as it is, yet wlien tbs state 
has expressly legalized it, and human 
beings, for generations, Imve been 
bought, sold, and inherited under 
sanction of law, it is another wrong, in 
abolishing the property, not to make 
full compensation. This wrong was 
avoided by the great measure of justice 
in 1833, one of the most virtuous acts, 
as well as the most practically benefi- 
cent, ever done collectively by a nation. 
Other examples of property which 
ought not to have been created, are 
properties in public trusts ; such as 
judicial offices under the old French 
regime, and the heritable jurisdictions 
which, in countries not wholly emerged 
from feudality, pass with the land. 
Our own country affords, as cases in 
point, that of a commission in the 
army, and of an advowson, or right of 
nomination to an ecclesiastical bene- 
fice. A property is also sometimes 
created in a right of taxing the public; 
in a monopoly, for instance, or other 
exclusive privilege. These abuses pre- 
vail most in semibarbarous Countries ; 
but are not without example in the 
most civilized. In France there are 
several important trades and profes- 
sions, including notaries, attorneys, 
brokers, appraisers, printers, and (until 
lately) bakers and butchers, of \vhich 
the numbers are limited by law. The 
or privilege of one of the per- 
mitted number consequently brings a 
high price in the market. When this 
is the case, compensation probably 
could not with justice be refused, on 
the abolition of the privilege. There 
are other cases in wm'h this would be 
more doubtful. The question would 
turn upon what, in the peculiar cir- 
cumstances, was sufficient to constitute 
prescription; and whether the legal 
recognition which the abuse bad ob- 
tained, w’-as sufficient to constitute it 
an institution, or amounted only to an 
occasional licence. It would be absurd 
to claim compensation for losses caused 
by changes in a tariflj a thing confes- 
sedly variable from year to year ; or for 
monopolies like those granted to indivi- 
duals by the Tudors, favours of a despo- 
tic authority, which the power that gave 
was competent at any time to recal. 
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So mucli on tlie institution of pro- have now to inquire on wliat principles 
perty, a subject of wliicli, for tlie pur- and with what results the distributiojn 
poses of political economy, it was of the produce of land and labour is 
indispensable to treat, but on which effected, under the relations which 
we could not usefully confine ourselves this institution creates among the 
to economical considerations. We different members of the community. 


CHAPTEE HI. 


OF THE CLASSES AMOHO WHOM 

§ 1. Private property being as- 
sumed as a fact, we have next to enu- 
merate the different classes of persons 
to whom it gives rise ; whose_ concur- 
rence, or at least whose permission, is 
necessary to production, and who are 
therefore able to stipulate for a share 
of the produce. We have to inquire, 
according to what laws the produce 
distributes itself among these classes, 
by the spontaneous action of the inte- 
rests of those concerned : after which, 
a further q^uestion will be, what effects 
are or mignt be produced by laws, in- 
stitutions, and measures of government, 
in superseding or modifying that spon- 
taneous distribution. 

The three requisites of production, 
as has been so often repeated, are 
labour, capital, and land : understand- 
ing by capital, the means and ap- 
pliances which are the accumulated 
results of previous labour, and by land, 
the materials and instruments supplied 
by nature, whether contained in the 
interior of the earth or constituting its 
surface. Since each of these elements 
of production may be separately appro- 
priated, the industrial community may 
be considered as divided into land- 
owners, capitalists, and productive 
labourers. Each of these classes, as 
such, obtains a share of the produce : 
no other person or class obtains any- 
thing, except by concession from them. 
The remainder of the community is, 
in fact, supported at their expense, 
giving, if any equivalent, one consist- 
ing of unproductive services. These 
three classes, therefore, are considered 
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in political economy as making up the 
whole community. 

§ 2. But although these three 
sometimes exist as separate classes, 
dividing the produce among them, they 
do not necessarily or always so exist. 
The fact is so much otherwise, that 
there are only one or two communities 
in which the complete separation of 
these classes is the general rule. Eng- 
land and Scotland, with parts of Bel- 
gium and Holland, are almost the only 
countries in the world where the land, 
capital, and labour employed in agri- 
culture, are generally tne j^roperty of 
separate owners. The ordinary case 
is, that the same person owns either 
two of these requisites, or all three. 

The case in which the same person 
owns all three, embraces the two ex* 
tremes of existing society, in respect 
to the independence and dignity of the 
labouring class. First, when the 
labourer himself is the proprietor. 
This is the commonest case in the 
Horthem States of the American 
Union ; one of the commonest in 
France, Switzerland, the three Scan- 
dinavian kingdoms, and parts of Ger- 
many and a common ease in parts 

♦ “The Norwegian return” Csay the 
Commissioners of Poor Law Enquiry, to 
whom information was ftirnished from nearly 
every country in Europe and America by 
the ambassadors and consuls there) “ states 
that at the last census in 1825, out of a popu- 
lation of 1,051*318 persons, there were 59,454 
freeholders. As by 59,464 freeholders must 
be meant 59,464 heads of families, or about 
300,000 individuals; the freeholders must 
form more than one-fourth of the whole popu* 
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of Italy and' in Belginm. In all tliese 
countries there are, no doubt, large 
landed properties, and a stiU greater 
number which, without being large, 
require the occasional or constant aid 
of hired labourers. Much, however, 
of the land is owned in portions too 
small to require any other labour than 
that of the peasant and his family, or 
fully to occupy even that. The capital 
employed is not always that of the 
peasant proprietor, many of these small 
properties being mortgaged to obtain 
the means of cultivating; but the 
capital is invested at the peasant’s 
risk, and though he pays interest for 
it, it gives to no one any right of inter- 
ference, except perhaps eventually to 
take possession of the land, if the in- 
terest ceases to be paid. 

The other case in which, the land, 
labour, and capital, belong to the same 
person, is the case of slave countries, 
in which the labourers themselves are 
owned by the landowner. Our West 
India colonies before emancipation, and 
the sugar colonies of the nations by 
whom a similar act of justice is stiU 
unperformed, are examples of large 
establishments for agricultural and 
manufacturing labour (the production 
of sugar and rum is a combination of 
both) in which the land, the factories 

lation. Mr. Macgregor states that in Den- 
mark (by which Zealand and the adjoining 
islands are probably meant) ont of a popula- 
tion of 926,110, the number of landed pro- 
prietors and farmers is 415,110, or nearly 
one-half. In Sleswick-Hblstein, out of a 
population of 604,085, it is 196,017, or about 
one-third. The proportion of proprietors 
and farmers to the whole population is not 
given in Sweden j but the Stockholm return 
estimates the average quantity of land an- 
nexed to a labourer’s habitation at from one 
to five acres; and though the Gottenburg 
return gives a lower estimate, it adds, that 
the peasants possess much of the land. In 
Wurtemburg we are told that more than 
two-thirds of the labouring population are 
the proprietors of their own habitations, 
and that almost ail own at least a garden of 
from three-quarters of an acre to an acre 
and a half.” In some of these statements, 
proprietors and farmers are not diserimi- 
iiated; but **811 the returns concur in stating 
the numEber of day-labourers to be very 
CommtmiGCBiiom, 
■^.xxaEviiiv) As the genei-al status* of the la- 
peoe|de, the condition of a work- 
man for hire is almost peculiar to Great 



(if they mdy be so called), the ma- 
chinery, and the degraded labourers, 
are all the property of a capitalist. In 
this case, as well as in its extreme 
opposite, the case of the peasant pro- 
prietor, there .is no division of the 
produce. 

§ 3. When the three requisites are 
not all owned by the same person, it 
often happens that two of them are so. 
Sometimes the same person owns the 
capital and the land, but not the labour. 
The landlord makes his engagement 
directly with the labourer, and supplies 
the whole or part of the stock neces- 
sary for cultivation. This system is 
the usual one in those parts of Conti- 
nental Europe, in which the labourers 
are neither serfs on the one hand, nor 
proprietors on the other. It was very 
common in France before the Eevolu- 
tion, and is still much practised in 
some parts of that country, when the 
land is not the property of the culti- 
vator, It prevails generally in the 
level districts of Italy, except those 
principally pastoral, such as the Ma- 
remma of Tuscany and the Gampagna^ 
of Home. On this system the division 
of the produce is between two classes,, 
the landowner and the labourer. 

In other cases again the labourer 
does not own the land, but owns the 
little stock employed on it, the land- 
lord not being in the habit of supplying 
any. This system generally prevails, 
in Ireland. It is nearly universal in 
India, and in most countries of the* 
Enst ; whether the government retains, 
as it generally does, the ownership of 
the soil, or allows portions to become,, 
either absolutely or in a qualified sense, 
the property of individuals, In India, 
however, things are so far better than 
in Ireland, that the owner of land is 
in the habit of making, advances to 
the cultivators, if they cannot cultivate 
without them. For these advances 
the native landed proprietor usually 
demands high interest ; but the prin- 
cipal landowner, the government, 
makes them gratuitously, recoveiing 
the advance after the harvest, together 
with the' rent. The produce is here 
divided, as before between the same 


GOMPEITITIOK 
two classes, tlie landowner and tb.c 
labourer. 

These are the principal variations 
in the classification of those among 
whom the produce of agricultural 
labour is distributed. In the case of 
manufacturing industry there never 
are more than two classes, the 
labourers and the capitalists. The 
original artisans in all countries were 
either slaves, or the women of the 
family. In the manufacturing esta- 
hlishments of the ancients, whether 
on a large or on a small scale, the 
labourers were usually the property of 
the capitalist. In general, if any 
manual labour was thought compatible 
with the dignity of a freeman, it was 
only agi'icultural labour. The converse 
system, in which the capital was owned 
by the labourer, was coeval with free 
labour, and under it the first great ad- 
vances of manufacturing industry were 
achieved. The artisan owned the 
loom or the few tools he used, and 
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worked on his own account; or at least 
ended by doing so, though he usually 
worked for another, first as apprentice 
and next as jonrneyman, for a eertain 
number of years before he could be 
adnaitted a master. But the status 
of a permanent journeyman, all his 
life a hired labourer and nothing more, 
had no place in the crafts and guilds 
of the Middle Ages. In country vil- 
lages, where a carpenter or a black- 
smith cannot live and support hired 
labourers on the returns of liis business, 
he is even now his own workman ; and 
shopkeepers in similar circumstances 
are their own shox3men, or shopwonien. 
But wherever the extent of the market 
admits of it, the distinction is now 
fully established between the class of 
capitalists, or employers of labour, and 
the class of labourers ; the capitalists, 
in general, contributing no other labour 
than that of direction and superin- 
tendence. 


CHATTER IV. 


OP COMPETITION ANB CUSTOM. 


§ 1. Unbee the rule of individual 
property, the division of the produce 
is the result of two determining agen- 
cies ; Competition, and Custom. It is 
important to ascertain the amount of 
influence which belongs to each of these 
causes, and in what manner the opera- 
tion of one is modified by the other. 
Political economists generally, and 
English political economists above 
ethers, have been accustomed to lay 
almost exclusive stress upon the first 
of these agencies ; to exaggerate the 
effect of competition, and to take into 
little account the other and conflicting 
principle. They are apt to express 
themselves as if they thought that 
competition actually does, in all cases, 
whatever it can be shown to he the 
tendency of competition to do. This 
is partly intelligible, if we consider 
4hat only through the principle of com- 


petition has political economy any 
pretension to the character of a science. 
iSo far as rents, profits, wages, prices, 
are determined by competition, laws 
may he assigned for them. Assume 
competition to be tbeir exclusive regu- 
lator, and principles of broad generality 
and scientific precision may be laid 
down, according to which they will he 
regulated. The political economist 
justly deems this his proper business : 
and, as an abstract or hypothetical sci- 
ence, political economy cannot he re- 
quired to do, and indeed cannot do, 
anything more. ^ But it would he a 
great misconception of the actual course 
of human affairs, to suppose that com- 
petition exercises in fact this unlimited 
sway. ^ I am not speaking of monopo- 
lies, either natural or artificial, on of 
any interferences of authority wth the 
liberty :of :production or. exchange. 
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Sucli disturBing causes have always considered to liare a riglit to retain 
been allowed tbr by political economists, his holding, while he fulfils the ciis- 
1 speak of cases in which there is no- tomary requirements ; and has thus 
thing to restrain competition: no hin- become, in a certain sense, a co-pro- 
drance to it either in the nature of the prietor of the soil. Even where the 
«ase or in artificial obstacles ; yet in holder has not acquired this fixity of 
which the result is not determined by tenure, the terms of occupation have 
competition, but by custom or usage ; often been fixed and invariable, 
competition either not taking place at In India, for example, and other 
all, or producing its effect in quite a ^ Asiatic communities similarly consti- 
different manner from that which is tuted, the ryots, or peasant-farmers, 
ordinarily assumed to be natural to it. are not regarded as tenants at will, 

nor even as tenants by virtue of a lease- 
§ 2. Competition, in fact, bas only In most villages there are indeed some 
become in any considerable degree the ryots on this precarious footing, con- 
governing principle of contracts, at a sisting of those, or the descendants of 
comparatively modem period. The those, who have settled in the place at 
farther we look back into history, the a known and comparatively recent 
more we see all transactions and en- period: but all who are looked upon 
gagements under the influence of fixed as descendants or representatives of 
customs. The reason is evident. Cus- the original inhabitants^ and even 
tom is the most powerful protector of many mere tenants of ancient date, 
the weak against the strong ; their sole are thought entitled to retain their 
protector where there are no laws or land, as long as they pay the customary 
government adequate to the purpose, rents. What these customary I'ents 
Custom is a barrier which, even in the are, or ought to he, has indeed, inmost 
most oppressed condition of mankind, cases, become a matter of obscurity ; 
tyranny is forced in some degi'ee to usurpation, tyranny, and foreign con- 
respect, To the industrious population quest having to a great degree obli- 
in a turbulent military community, terated the evidences of them. But 
freedom of competition is a vain phrase; when an old and purely Hindoo prin- 
they are never in a condition to make cipality falls under the dominion of the 
terms for themselves by it: there is British Government, or the manage- 
always a master who throws his sword ment of its officers, and when the 
into the scale, and the terms are such details of the revenue system come to 
as he imposes. But though the law he inquired into, it is usually found 
of the strongest decides, it is not the that though the demands of the great 
interest nor in general the practice of landholder, the State, have been swelled 
the strongest to strain that law to the by fiscal rapacity until all limit is 
utmost, and every relaxation of it has practically lost sight of, it has yet been 
a tendency to become a custom, and thought necessary to have a distinct 
every custom to become aright. Eights name and a separate pretext for each 
thus originating, and not competition increase of exaction; so that the de- 
in any shape, determine, in a rude state mand has sometimes come to consist 
of society, the share of the produce en- of thirty or forty different items, in ad- 
joyed by those who produce it. The dition to the nominal rent. This cir- 
relationsj more especially, between the cuitous mode of increasing the pay- 
landowner and the cultivator, and the men ts assuredly would not have been 
payments made by the latter to the resorted to, if there had been an ac- 
former, are, in all states of society but knowledged. right in the landlord to 
the most modern, determined by the increase the rent. Its adoption is a 
usage of the country. Never until late proof that there was once an effective 
times have the conditions of the occn- limitation, areal customary rent ; and 
pancy of land been (as a general rule) that the understood right of the ryot 
an affair of competition. The occupier to the land, so long as he paid rent 
for the time has very commonly been according to custom, was at some time 
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or otter more iliaii nominal.* Tlie 
Britisli Government of India always 
simplifies the tenure by consolidating 
the various assessments into one, thus 
making the rent nominally as well as 
really an arbitrary thing, or at least a 
matter of specific agreement: but it 
scrupulously respects the right of the 
ryot to the land, though until the re- 
forms of the present generation (reforms 
even now only partially carried into 
effect) it seldom left him much more 
than a bare subsistence. 

In modem Europe the cultivators 
have gradually emerged from a state 
of personal slavery. The barbarian 
conquerors of the AVestern empire 
found that the easiest mode of ma- 
naging their conquests would be to 
leave the occupation of the land in the 
hands in which they found it, and to 
save themselves a labour so uncongenial 
as the superintendence of troops of 
slaves, by allowing the slaves to retain in 
a certain degree the control of their own 
actions, under an obligation to furnish 
the lord with provisions and labour. 
A common expedient was to assign to 
the serf, for his exclusive use, as much 
land as was thought sufficient for his 
support, and to make him work on the 
other lands of Hs lord whenever re- 
quired. By degrees these indefinite 
obligations were transformed into a 
definite one, of supplying a fixed quan- 
tity of provisions or a fixed quantity of 
labour: and as the lords, in time, be- 
came inclined to employ their income 
in the purchase of luxuries rather than 
in the maintenance of retainers, the 
payments in kind were commuted for 
payments in money. Each concession, 
at first voluntary and revocable at 
pleasure, gradually acquired the force 
of custom, and was at last recognised 
and enforced by the tribunals. In this 
manner the serfs progressively rose 
into a free tenantry, who held tlieir 
land in perpetuity on fixed conditions. 
The conditions were sometimes very 
onerous, and the people very miserable. 

* The ancient law books of the Hindoos 
mention in some cases one-sixth, in others 
one-fourth of the produce, as a proper rent ; 
hut there is no evidence that the rules laid 
down in those books were, at any period of 
history, really acted upon. 


AND CUSTOM. 149 

But their obligations were determined 
by the usage or Jaw of the country, and 
not by competition. 

Where the cultivators ^had never 
been, strictly speaking, in personal 
bondage, or after they had ceased to 
be so, the exigencies of a poor and little 
advanced society gave rise to another 
arrangement, which in some parts of 
Europe, even highly improved parts, 
has been found sufficiently advan- 
tageous to he continued to the present 
day. I speak of the metayer system. 
Under this, the land is divided, in small 
farms, among single families, the land- 
lord generally supplying the stock 
which the agricultural system of the 
country is considered to require, and 
receiving, in lieu of rent and profit, a 
fixed proportion of the produce. This 
proportion, which is generally paid in 
kind, is usually (as is implied in the 
words metayer j mezzaiuolo, and me- 
dietariuSj) one-half. There are places, 
however, such as the rich volcanic soil 
of the province of Naples, where the 
landlord takes two-thirds, and yet the 
cultivator by means ot an excellent 
agriculture contrives to live. But 
whether the proportion is two-thirds or 
one-half, it is a fixed proportion ; not. 
variable from farm to farm, or from- 
tenant to tenant. The custom of the- 
country is the universal rule ; nobody 
thinks of raising or lowering rents, oi*' 
of letting land on other than the cus- 
tomary conditions. Competition, as a. 
regulator of rent, has no existence. 

§ 3. Prices, whenever there was? 
no monopoly, came earlier under the 
influence of competition, and are much 
more universally subject to it, than 
rents: but that influence is by no 
means, even in tlie present activity of 
mercantile concipetition, so absolute as 
is sometimes assumed. There is no 
proposition which meets us in the field 
of political economy oftener than this 
— that there cannot be two prices in 
the same market. Such undoubtedly 
is the natural effect of unimpeded com- 
petition; yet everyone knows that 
there are, almost always, tw^o prices in 
the same market. Not only are there 
in every large town, and in almost 
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every trade,, clieap shops and dear 
shops, hut the same shop often sells' 
the same article at different prices to 
different customers : and, as a general 
rule, each retailer adapts his scale of 
rices to the class of customers whom 
e expects. The wholesale trade, in 
the great articles of commerce, is really 
under the dominion of competition. 
There, the buyers as well as sellers 
are traders or manufacturers, and their 
purchases are not influenced hy indo- 
lence or vulgar finery, nor depend on 
the smaller motives of personal con- 
venience, but are business transactions. 

, In the wholesale markets therefore it, 
is true as a general proposition, that 
there are not two prices at one time 
for the same .thing: there is at each 
time and place a market price, which 
can be quoted in a price-current. But 
re tail price, the price paid by the actual 
consumer, seems to feel very slowly and 
imperfectly the effect of competition ; 
and when competition does exist, it 
often, instead of lowering prices, merely 
divide^ the gains of the high price 
among a greater number of dealers. 
Hence it is that^ of the price paid by 
the consumer, so large a proportion is 
absorbed by the gains of retailers ; and 
any one who inquires into the amount 
which reaches the hands of those who 
made the things he buys, will often be 
astonished at its smallness. When 
indeed the market, being that of a 
great city, holds out a sufficient induce- 
ment to large capitalists to engage in 
retail operations, it is generally found 
a better speculation to attract a large 
business by underselling others, than 
merely to divide the field of employ- 
ment with them. This influence of 
competition is making itself felt more 
and more through the principal 
branches of retail trade in the lai-ge 
towns ; and the rapidity and cheapness 
of transport, by making consumers 
less dependent on the dealers in their 
immediate neighbourhood, are tending 
to assimilate more and more the whole 
country to a large town ; but hitherto 
it is, only in the gi eat centres of business 
that • retail transactions have been 
chiefly, or even much, determined hy 
competition. Elsewhere it rather acts, 


when it acts at all, as an occasional 
disturbing influence; the habitual re- 
gulator is custom, modified from time 
to time by notions existing in the 
minds of purchasers and sellers, of 
some kind of equity or justice. 

In many trades the terms on which 
business is done are a matter of posi- 
tive arrangement . among the trade, 
who use the means they always pos- 
sess of making the situation of any 
member of the body who departs from 
its fixed customs, inconvenient or dis- 
agieeable. It is well known that the 
bookselling trade was, until lately, one 
of these, and that notwithstanding the 
active spirit of rivalry in the trade, 
competition did not produce its natural 
effect in breaking down the trade rules. 
All professional remuneration is regu- 
lated by custom. The fees of physi- 
cians, surgeons, and harxusters, the 
charges of attorneys, are • nearly inva- 
riable. Kot certainly^ for want of 
abundant competition in those profes- 
sions, but because the competition ope- 
rates by diminishing each competitor’s 
chance of fees, not by lowering the fees 
themselves. 

Since custom stands its ground 
against competition to so considerable 
an extent, even where, from the multi- 
tude of competitors and the general 
energy in the pui'suit of gain, the spirit 
of competition is strongest, we may be 
sure that this is much more the case 
vrhere people are content with smaller 
gains, and estimate their pecuniaiy 
interest at a lower rate when balanced 
against their ease or their pleasure. 
I believe it will often he found, in Con- 
tinental Europe, that prices and charges, 
of some or of all ^rts, are much higher 
in some places than' in others not far 
distant, without its being possible to 
assign any other cause than that it has 
always been so ; the customei’s are 
used to it, and acquiesce in it. An 
enterprising competitoiv with sufficient 
capital, might force down the charges, 
and make his fortune during the pro- 
cess; but there are no enterprising 
competitors ; those who have capital 
prefer to leave it where it is, or to 
make less profit by it in a more quiet 
way. " 
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These observations must be received 
as a general correction, to be applied 
wlienever relevant, whetker expressly 
mentioned or not, to tke conclusions 
contained in tke subsequent portions 
of this Treatise; Our reasonings must, 
in general, proceed as if the known 
and natural effects of competition were 
actually produced by it, in all cases in 
wkick it is not restrained by some 
positive obstacle. Where competition, 
tkough free to exist, does not exist, or 
where it exists, hut has its natural 
consequences overruled any other 
agency, the conclusions will fail more 
or less of being applicable. To escape 


error, we ought, in applying the con- 
clusions of politicar economy; to the 
actual affairs of life^ to consider not 
only what will happen supposing the 
maximum of competition, but how* far 
the result will' be affected if competi 
tion falls short of the maximum. 

The states of economical relation 
winch stand first in order, to he dis- 
cussed and appreciated, are those in 
which competition has no part, the 
arbiter of transactions being either 
brute force or established usage. These 
will be the subject of the next four 
chapters. 


CHAPTER V. 


OF SLAVERY. 


§ 1. AjiONa the forms which so-’ 
ciety assumes under the influence of 
the institution of property, there are, 
as I nave already remarked, two, 
otherwise of a widely dissimilar cha- 
racter, but resembling in tlais, that the 
ownership of the land, the labour, and 
the capital, is in the same hands. One 
of these cases is that of slavery, the 
other is that of peasant proprietors. 
In the one, the landowner owns the 
labour, in the other the labourer owns 
the land. We begin with the first. 

In this system all the produce be- 
longs to the landlord.^ The food and 
other necessaries of Hs labourers are 
part of his expenses. The labourers 
possess nothing but what he thinks fit 
to give them, and until he thinks fit to 
take it back : and they work as hard 
as he chooses, or is able, to compel 
them. Their wretchedness is only 
limited by bis humanity, or his pecu- 
niary interest. With the first conside- 
ration, we have on the present occa- 
sion nothing to do. What the second 
in so detestable a constitution of so- 
ciety may dictate, depends on the 
facilities for importing fresh slaves.. 
I Ifull-gTown able-bodied slaves can be 
■procured in sufficient numbers, and 


imported at a moderate expense, self- 
interest will recommend working the 
slaves to death, and replacing them 
by importation, in preference to the 
slow and expensive process of breeding 
them. Nor are the slave-owners gene- 
rally backward in learning this lesson. 
It is notorious that such was the prac- 
tice in our slave colonies, while the 
slave trade was legal; and it is said 
to be so still in Cuba. 

When, as among the ancients, the 
slave-market could only he supplied 
by captives either taken in war, or 
kidnapped from thinly scattered tribes 
on the remote confines of the known 
world, it was generally more profitable 
to keep up the number by breeding, 
which necessitates a far better treat- 
mpt of them; and for this reason, 
joined with several others, the condi- 
tion of slaves, notwithstanding occa- 
sional enormities, was probably much 
less bad in the ancient world than in 
the colonies of modern nations. The 
Helots are usually cited as the type of 
the most hideous form of personal 
slavery, but with how little truth, ap- 
pears from the fact that they were re- 
gularly armed (though not with the 
I panoply' of the hopHte) and formed an 


152 BOOK n. CHAPTER V. § 2. 


integral part of tlie military strengtli 
of tlie State. They were douhtless an 
inferior and degraded caste, but their 
slavery seems to have been one of the 
least onerous varieties of serfdom. 
Slavery appears in far more frightful 
colours among the Romans, during the 
period in which the Roman aristocracy 
was gorging itself with the plunder of 
a newly conquered world. The Romans 
were a cruel people, and the worthless 
nobles sported with the lives of their 
myriads of slaves with the same reck- 
less prodigality with which they squan- 
dered any other part of their ill-ac- 
qnired possessions. Yet, slavery is 
divested of one of its worst features 
when it is compatible with hope : en- 
franchisement was easy and common : 
enfranchised slaves obtained at once 
tJie full rights of citizens, and instances' 
were frequent of their acquiring not 
only riches, hut latterly even honours. 
By the progress of milder legislation 
under the Emperors, much of the pro- 
tection of law was thrown round the 
slave, he became capable of possessing 
property, and the evil altogether as- 
sumed a considerably gentler aspect. 
Until, however, slavery assumes the 
mitigated form of villenage, in which 
not only the slaves have property and 
legal rights, hut their obligations are 
more or less limited by usage, and 
they partly lalfour for their own bene- 
fit ; their condition is seldom such as 
to produce a rapid growth either of 
popul ation or of production. 

§ 2. So long as slave countries are 
nnderpeopled in proportion 'to their 
cultivable land, the labour of the 
slaves, under any tolerable manage- 
ment, produces much more than is 
sufficient for their support ; especially 
as the great amount of superintendence 
which their labour requires, preventing 
the dispersion of the population, en- 
sures some of the advantages of com- 
bined labour. Hence, in a good soil 
and climate, and with reasonable care 
of his own interests, the owner of many 
slaves has the means of being rich. 
The influence, however, of such a state 
of society on production, is periectly 
well understood. It is a truism to 


assert, that labour extorted by fear of 
punishment is inefficient and unpro- 
ductive. It is true that in some cir- 
cumstances, human beings can he 
driven by the lash to attempt, and 
even to accomplish, things which they 
would not have undertaken for any 
payment which it could have been 
worth while to an employer to offer 
them. And it is likely that productive 
operations which require much com- 
bination of labour, the production of 
sugar for example* would not have 
taken place so soon in the American 
colonies, if slavery had not existed to 
keep masses of labour together. There 
are also savage tribes so avei’se from 
regular industry, that industrial life is 
scarcely able to introduce itself among 
them until they are either conquered 
and made slaves of, or become con- 
querors and make others so. But 
after allowing the full value of these 
considerations, it remains certain that 
slavery is incompatible with any high 
state of the arts of life, and any great 
efficiency of labour. For all products 
which require much skill, slaye coun- 
tries are usually dependent on fo- 
reigners. Hopeless slavery effectu- 
ally brutifies the intellect ; and intel- 
ligence in the slaves, though often 
encouraged in the ancient world and 
in the East, is in a more advanced 
state of society a source of so much 
danger and an object of so much dread 
to the masters, that in some of the 
States of America it is a highly penal 
offence to teach a slave to read. All 
processes carried on by slave labour 
are conducted in the rudest and most 
unimproved manner. And even the 
animal strength of the slave is, on an 
average, not half exerted. The unpro- 
ductiveness and wastefulness of the in- 
dustrial sys'tem in the Slave States is 
instructively displayed in the valuable 
writings of Mr. Olmsted. The mildest 
form of slavery is certainly the condi- 
tion of the serf, who is attached to the 
soil, supports himself from his allot- 
ment, and works a certain number of 
days in the week for his lord. Yet 
there is hut one opinion on the ex- 
treme inefficiency of serf labour. The 
foEowing passage is from Rrofessor 
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Jones* whose Essay on the Listribii- 
tion of Wealth (or rather on Rent), is 
a copious repeiiiory of valaahle facts 
on tLe landed tenures of different 
countries. 

“ The Russians, or rather those 
German writers who have observed 
the manners and habits of Russia, state 
some strong facts on this point. Two 
Middlesex mowers, they say, will mow 
in a day as much grass as six Russian 
serfs, and in spite of the dearness of pro- 
visions in England and their cheapness 
in Russia, the mowing a quantity of 
hay which would cost an English 
farmer half a copeck, will cost a Rus- 
sion proprietor three or four copecks.f 
The Prussian counsellor of state, Jacob, 
is considered to have proved, that in 
Russia, where everything is cheap, the 
labour of a serf is doubly as expensive 
as that of a labourer in England. M. 
Schmalz gives a startling account of 
the unproductiveness of serf labour in 
Prussia, from his own knowledge and 
ohservation.f In Austria, it is dis- 
tinctly stated, that the labour of a serf 
is equal to only one-third of that of a 
free nired labourer. This calculation, 
made in an able work on agriculture 
(with some extracts from -which I have 
been favoured), is applied to the prac- 
tical purpose of deciding on the 
number of labourers necessary to cul- 
tivate an estate of a given magnitude. 
So palpable, indeed, are the ill effects 
of labour rents on the industry of the 
agricultural population, that in Austria 
itself, where proposals of changes of 
any kind do not readily make their 
way, schemes and plans for the com- 
anutation of labour rents aa’e as popular 
as ill the more stirring German pro- 
vinces of the North.”§ 

What is wanting in the quality of 
the labour itself, is not made up by 
any excellence in the direction and 

* JSssay on the Distribution of Wealth and 
on the Sources of Taxation, By the Rev. 
Richard Jones. Page 50. 

t “ Schnaalz. JScmomie Dolitique, French 
translation, vol. i , p. 66.” 
t Vol. ii. p. 107. 

§ The Hungarian revolutionary govem- 
Inent, during its brief existence, bestowed on 
that country one of the greatest benefits it 
could receive, and one which the tyranny 
that succeeded has not dared to take away: 
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superintendence. As the same writer* 
remarks, the landed proprietors “ are 
necessarily, in their character of cul- 
tivators of their own domains, the 
only guides and directors of the in- 
dustry of the agricultural population, ” 
since there can be no intermediate 
class of capitalist farmers where the 
labourers are the property of the lord. 
Great lando-wners are > every where an 
idle class, or if they labour at all, addict 
themselves only to the more exciting 
kinds of exertion; that lion’s share 
which superiors al-ways reserve for 
themselves. “ It would,” as Mr. Jones 
observes, “he hopeless and irrational 
to expect, that a race of noble pro- 
prietors, fenced round with inurfleges 
and dignity, and attracted to military 
and political pursuits by the advan- 
tages and habits of their station, should 
ever become attentive cultivators as a 
body.” Even in England, if the cul- 
tivation of every estate depended upon 
its proprietor, any one can judge what 
would be the result. ^ There would be 
a few cases of great science and energy, 
and numerous individual instances of 
moderate success, hut the general state 
of agriculture would be contemptible. 

§ 3. Whether the proprietors them- 
selves would lose hy the emancipation 
of their slaves, is a different question 
from the comparative effectiveness of 
free and slave labour to the community. 
There has been much discussion of 
this question as an abstract thesis ; as 
if it could possibly admit of any uni- 
versal solution. Whether slavery or 
free labour is most profitable to* the 
employer, depends on the wages of the 
free labourer. These, again, depend 
on the numbers of the labouring popu- 
lation, compared with the capital and 
the land. Hired labour is generally 
so much more efficieitt than slave 
labour, that the employer can pay a 
considerably greater value in wjxges, 
than the maintenance of his slaves 
cost him before, and yet be a gainer 

it freed the peasantry from what remained 
of the bondage of serfdom, the labour rents ; 
decreeing compensation to the landlords at 
the expense of the state, and not at than of 
the liberated peasants. 

* Jones, pp. 53, 54. 
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by the change : but he cannot io this 
'without limit. The decline of sei’fdom 
in Europe, and its extinctioti in the 
Western nations, were doubtless has- 
tened by the changes which the growth 
of population must have made in the 
pecuniary interests of the master. As 
population pressed harder upon the 
land, without any improvement in 
agriculture, the maintenance of the 
serfs necessarily became more costly, 
and their labour less valuable. With 
the rate of wages such as it is in Ire- 
land, or in England (where, in propor- 
tion to its efficiency, labour is quite as 
cheap as in Ireland), no one can for a 
moment imagine that slavery could 
be profitable. If the Irish peasantry 
were slaves, their masters would be as 
willing, as- their landlords now are, to 
pay large sums merely to get rid of 
them. In the rich and underpeopled 
soil of the West India islands, there is 
just as little doubt that tbe balance of 
profits between free and slave labour 
was greatly on tbe side of slavery, and 
that the compensation panted to the 
slaveowners for its abolition was not 
more, perhaps even less, than an equi- 
valent for their loss. 

More needs not be said here on a 
cause so completely judged aiid decided 
as that of slavery. Its demerits are 
no longer a question requiiing argu- 
ment; though the temper of mind 
manifested by the larger part of the 
influential classes in Great Britain 
respecting the struggle now taking 
place in America, shows how grievously 
the feelings of the present generation 
of Englishmen, on this subject, have 
fallen behind the positive acts of the 
generation which preceded them. That 
the sons of the deliverers of the West ' 


Indian Kegroes' should see with com- 
placency, and encourage by tbeir sym- 
patbies, the foundation of a great and 
powerful military commonwealth, 
pledged by its principles and driven 
by its strongest interests to be tbe 
armed propagator of slavery tbrougli 
every region of tbe earth into which its 
power can penetrate, discloses a men- 
tal state in the leading portion of our 
higher and middle classes, which it is 
melancholy to see, and will be a lasting' 
blot in English history.' Fortunately 
they have stopped short of actually 
aiding, otherwise than by words, the 
nefarious enterprise to which they have 
not been ashamed of wishing success; 
and it is now probable that at the ex- 
pense of- the best blood of the Free 
States, but to their immeasurable ele- 
vation in mental and moral worth, the 
curse of slavery will be cast out from 
tbe great American republic, to find its 
last temporary refuge in Brazil and 
Cuba. No European country, except 
Spain alone, any longer participates in 
the enormity. Even serfage has now 
ceased to have a legal existence in 
Europe: Denmark has the honour of 
being the first Continental nation which 
imitated England in liberating its co- 
lonial slaves; and -the abolition of 
slavery was one of the earliest acts of 
tbe heroic and calumniated Provisional 
Government of France. The Dutch 
Government was not long behind, and 
its colonies and dependencies are now, 
I believe, without exception, free from 
actual slavery: though forced labour 
for the public authorities is still a re- 
cognised institution in Java, soon, we 
may hope, to be exchanged for complete 
personal freedom. 
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OF PEASANT 

§ 1. In tile regime of peasant pro- 
perties, as in that of slavery, the whole 
produce belongs to a single owner, and 
the distinction of rent, profits, and 
wages, does not exist. In all other 
respects, the two states of society are 
the extreme opposites of each other. 
The one is the state of greatest oppres- 
sion and degradation to the labouring 
class. The other is that in which they^ 
are the most uncontrolled arbiters of 
their own lot. 

The advantage, however, of small 
roperties in land, is one of the most 
isputed questions in the range of poli- 
tical economy. On the Continent, 
though there are some dissentients 
from the prevailing opinion, the benefit 
of having a numerous proprietary po- 
pulation exists in the minds of most 
people in the form of an axiom. But 
English authorities are either unaware 
of the judgment of Continental agricul- 
turists, or are content to put it aside, 
on the plea of their having no experi- 
ence of large properties in favourable 
circumstances : the advantage of large 
properties being only felt whei’e there 
are also large farms ; and as this, in 
arable districts, implies a greater accu- 
mulation of capital than usually exists 
on the Continent, the great Continental 
estates, except in the case of grazing 
farms, are mostly let out for cultivation 
in small portions. There is some truth 
in this; but the argument admits of 
being retorted ; for if the Continent 
knows litt’e, by experience, of cultiva- 
tion on a large scale and by large capi- 
tal, the generality of English writers 
are no better acquainted practically 
with peasant proprietors, and have al- 
most always the most erroneous ideas 
of their social condition and mode of 
life. Yet the old’ traditions even of 
England are on the same side with the 
general 'opinion of the Continent. The I 
^‘yeomanry” who were vaunted as the 
glory of England while they existed, 1 
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and have been so much mourned over 
since they disappeared, were either 
small proprietors or small farmers, and 
if they were' mostly the last, the cha- 
racter they bore for sturdy indepen- 
dence is the more noticeable. There 
is a part of England, unfortunately a 
very small part, where peasant proprie- 
tors are still common ; for such are the 
“ statesmen” of Cumberland and West- 
moreland, though they pay, I believe, 
generally if not universally, certain 
customary dues, which, being fixed, no 
more affect their character of proprie- 
tors than the land-tax does. There " w 
but one voice, among those acquainted 
with the country, on the admirable ef- 
fects of this tenure of land in those 
counties. No other agricultural jpopu- 
lation in England could have furnished 
: the originals of Wordsworth’s pea- 
I santry.'* 

* In Mr, Wordsworth’s little descriptive 
work on the scenery of the Lakes, he speaks 
of the upper part of the dales as having been, 
for centuries a perfect republic of shep- 
herds and agriculturists, px’oprietors, for the 
most part, ofithe lands which they occupied 
and cultivated. The plough of each man 
was corifijied to the maintenance of his own 
family, or to the occasional accommodation 
of his neighbour. Two or thi’ee cows fur- 
nished each family with milk and cheese. 
The chapel was the only edifice that pre- 
sided over these dwellings, the supreme head 
I of this pure commonwealth ; the members 
i of which existed in the midst of a powerful 
empire, like an ideal society, or an organized 
community, whose constitution had been 
imposed and regulated by the mountains 
which protected it. Neither high-born 
nobleman, knight, nor esquire was here; 
but many of these humble sons of the hills 
had a consciousness that the land which 
theywalked over and tilled had for more 
than five hundred years been possessed by 
men of their name and blood. . . . Com 
was grown in these vales sufficient upon 
each estate to furnish bread for each family^ 
no more. The storms and moisture of the 
climate induced them to sprinkle their up- 
land property with outhouses of native stone, 
as places of shelter for tlieir sheep, where, 
in tempestuous w^eather, food was distributed 
to them. Every family spun from its own 
flock the wool with which it was clothed; a 
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The general system, however, of 
English cultivation, affording no expe- 
rience to render the nature and opera- 
tion of peasant properties familiar, ajid 
Englishmen being in general profoundly 
ignorant of the agricultural economy of 
other countries, the very idea of pea- 
sant proprietors is strange to the Eng- 
lish mind, and does not easily find 
access to it. Even the forms of lan- 
guage stand in the way: the familiar 
designation for owners of land being 
“landlords,” a term to which “tenants” 
is always understood as a correlative. 
When, at the time of the famine, the 
suggestion of peasant properties as a 
means of Irish improvement found its 
way into parliamentary and newspaper 
discussions, there were writers of pre- 
tension to whom the word “proprietor” 
was so far from conveying any distinct 
idea, that they mistook the small hold- 
ings of Irish cottier tenants for peasant 
properties. The subject being so little 
understood, I think it important, before 
entering into the theory of it, to do 
something towards showing how the 
case stands as to matter of fact; by 
exhibiting, at greater length than 
would otherwise be admissible, some of 
the testimony which exists respecting 
the state of cultivation, and the com- 
fort and happiness of the cultivators, in 
those countries and parts of countries, 
in which the greater part of the land 
has neither landlord nor farmer, other 
than the labourer who tills the soil. 

§ 2. I lay no stress on the condi- 
tion of North America, w^he re, as is 
well known, the land, wherever free 
from the curse of slavery, is almost 
universally owmed by the ■ same person 
who holds the plough. A country 
combining the natural • fertility of 
America with the knowledge and arts 

weaver was here and there found among 
them, and the rest of their wants was sup- 
plied by the produce of the yarn, which they 
carded and spun in their own bouses, and 
carried to roai ket either under their arms, 
or more frequent y on paclihorsee, a small 
train tahing their way weekly down the 
valley, or over the mountains, to the most 
commodious town ." — A Description of the 
Scenery of the Zakes in the A orih ofJSnyland, 
3rd edit, pp, 60 to 63 and 63 to 65. 


of modern Europe, is so peculiarly 
circumstanced, that scarcely anything, 
except insecurity of property or a ty- 
rannical government, could materially 
impair the prosperity of the industrious 
classes. 1 might, with Sismondi, in- 
sist more strongly on the case of an- 
cient Italy, ’ especially Latium, that 
Campagna which then s’warnied with 
inhabitants in the very regions which 
under a contrary regime liave become 
uninhabitable from malaria. But I 
prefer taking the evidence of the same 
wTiter on things known to him by per- 
sonal observation. 

“ It is especially Switzerland,” says 
M. de Sismondi, “which should be tra- 
versed and studied to judge of the 
happiness of peasant proprietoi's. It 
is mom Switzerland we learn that 
agriculture practised by the very per- 
sons who enjoy its fruits, suffices to 
procure great comfort for a very nu- 
merous population; a great indepen- 
dence of character, arising from inde- 
pendence of position; a great com- 
merce of consumption, the result of the 
easy circumstances of all the inhabi- 
tants, even in a country whose climate is 
rude, whose soil is but moderately fer- 
tile, and where late frosts and incon- 
stancy of seasons often blight the hopes 
of the cnltivator. It is im[)Ossille to 
see without admiration those timber 
houses of the poorest peasant, so vast, 
so well closed in, so covered with 
carvings. In the interior, spacious 
coiTidors separate the different cham- 
bers of the numerous family; each 
chamber has but one bed, which is 
abundantly furnished with curtains, 
bedclothes, and the whitest linen; 
carefully kept furniture surrounds it ; 
the wardrobes are filled with linen ; the 
dairy is vast, well aired, and of exqui- 
site cleanness; under the same roof 
is a great provision of coim, salt meat, 
cheese and wood; in the cow-houses 
are the finest and most carefully tended 
cattle in Europe ; the garden is planted 
with flowers, both men and women 
are cleanly and warmly clad, the wo- 
men preserve with pride their ancient 
costume ; all carry in their fi^ces the 
impress of health and strength. Let 
other nations boast of their opulence 
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Switzerland inay always point with 
pride to her peasants. ”-5^ 

The same eminent writer thus ex- 
presses his opinions on peasant pro- 
prietorship in general. 

“ Wherever we find peasant proprie- 
tors, we also find the comfort, security, 
confidence in the future, and indepen- 
dence, which assure at once happiness 
and virtue. The peasant who with 
his children does all the work of his 
little inheritance, who pays no rent to 
any one above him, nor wages to any 
one below, who regulates his produc- 
tion hy his consumption, who eats his 
own corn, drinks his own wine, is 
clothed in his own hemp and wool, 
cares little for the prices of the mar- 
ket ; for he has little to sell and little 
to buy, and is never ruined hy revul- 
sions of trade. Instead of fearing for 
the future, he sees it in the colours of 
hope ; for he employs every moment 
not required by the labours of the year, 
on something profitable to his chil- 
dren and to future generations. A 
few minutes’ work suffices him to 
plant the seed which in a hundred 
years will be a large tree, to dig the 
channeV which will conduct to him a 
spring of fresh water, to improve by 
cares often repeated, but stolen from 
odd times, all tbe species of animals 
andvegetableswhich surround him. His 
little patrimony is a trae savings bank, 
always ready to receive all his little 
gains and utilize all his moments of 
leisure. The ever-acting power of na- 
ture retuins them a hundred-fold. The 
peasant has a lively sense of the hap- 
piness attached to the condition of a 
proprietor. Accordingly he is always 
eager to buy land at any price. He 
pays more for it than its value, more 
perhaps than it will bring him in; but 
is he not right in estimating higlily 
the advantage of having always an i 
advantageous investment for his labour, ^ 
without underbidding in the wages- 
market--of being always able to find 
bread, without the necessity of buying 
it at a scarcity price ? 

“ The peasant proprietor is of all 
cultivatorsthe one who gets most from 
the soil, for he is the one who thinks 
* Studies in jPoUtioal JEconomy, Essay III. 


most of the future, and who has been 
most instructed by experience. He is 
also the one who employs the human 
powers to most advantage, because 
dividing his occupations among all the 
members of his famil 3 q he reserves 
some for every day of the year, so that 
nobody is ever out of work. Of all 
cultivators he is the happiest, and at 
the samfe time the land nowhere occu- 
pies, and feeds amply without becom- 
ing exhausted, so many inhabitants as 
where they are proprietors. Finally, 
of all cultivators the peasant proprietor 
is the one who gives most encourage- 
ment to commerce and manufactures, 
because he is the richest.”^ 

This picture of unwearied assiduity, 
and what may be called affectionate 
interest in the land, is borne out in 
regard to the more intelligent Cantons 
of Switzerland by English observers. 
“In walking anywhere in the neigh- 
bourhood of Zurich,” says Mr. Ingiis, 
“ in looking to the right or to the left, 
one is struck with the extraordinary 
industry of the inhabitants ; and if we 
learn that a proprietor here has a re- 
turn of ten per cent, we are inclined 
to say, * ho deserves it.’ 1 speak at 
present of country labour, though I 

* And in another work (JN'ew ^Principles of 
Political PSconomyy book iii. cljap. 3) he says, 
** When we traverse nearly the whole of 
Switzerland, and several provinces ofFrance, 
Italy, and Germany, we need never ask, in 
looking at any piece of land, if it belongs to 
a peasant proprietor or to a farmer. The 
intelligent care, the enjoyments provided 
for the labourer, the adornment which the 
country has received from his hands, are 
clear indications of the former. It is true 
an oppressive government may destroy the 
comfort and brutify the intelligence which 
should be the result of property ; taxation 
may abstract the best produce of the fields, 
the insolence of government officers may 
disturb the security of the peasant, the im- 
possibility of obtaining justice against a 
powerful neighbour may sow discourage- 
ment in his mind, and in the fine country 
which has been given back to the adminis- 
tration of the King of Sardinia, the pro- 
prh tor, equally with the day-labourer, wears 
thf . livery of indigence.” He was here 
speaking of Savoy, where the peasants were 
generally proprietors, and, according to au- 
thentic accounts, extremely miserable. But, 
as M. de Sismondi continues, “ it is in vain 
to observe only one of the rules of political 
economy ; it cannot by itself suffice to pro- 
duce good ; but at least it diminishes evU,” 
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believe that ia every kind ef trade 
also, the people of Zinioh are Temark- 
able for their assiduity ; but in the 
industry they show in the cultivation 
of their land I may safely say they are 
unrivalled. When I used to open my 
casement between four and five in the 
morning to look out upon the lake 
and the distant Alps, I saw the 
labourer in the fields ; and when I re- 
turned from an evening walk, long 
after sunset, as late, perhaps, as half- 
past eight, there was the labourer, 
mowing, his grass, or tying up his 
vines.' . . . It is impossible to look at 
a field, a garden, a hedging, scarcely 
even a tree, a flower, or a vegetable, 
without perceiving proofs of the ex- 
treme care and industry that are be- 
stowed upon the cultivation of the soil. 
If, for example, a path loads through 
or by the side of a field of grain, the 
corn is not, as in England, peimitted 
to hang over the path, exposed to be 
ulled or trodden down by every passer- 
y ; it is everywhere bounded by a 
fence, stakes are placed at intervals of 
about a yard, and, about two or three 
feet from the ground, boughs of trees 
are passed longitudinally along. If 
you look into a field towards even- 
ing, where there are large beds of 
cauliflower or cabbage, you will find 
that every single plant has been 
watered. In the gardens, which around 
Zurich are extremely large, the most 
punctilious care is evinced in every 
production tliat grows. The vege- 
tables are planted with seemingly 
mathematical accuracy ; not a single 
weed is to be seen, not a single 
stone. Plants are not earthed up as 
with us, but are planted in a small 
hollow, into each of which a little 
manure is put, and each plant is 
watered daily. Where seeds are sown, 
the earth directly above is broken into 
the finest powder; every shrub, every 
flower is tied to a stake, and where 
there is wall-fruit, a trellice is erected 
against the wall, to which th© boughs 
are fastened, and there is not » single 
thing that has not its appropriate rest- 
ing place.’’* 

* Bmitzerland, the South ofFrawie^ and the 
P^miee«i»1830, By.H..D.ti^lis.VoL Lcii..2. 


Gf one of the remote valleys of the 
High Alj)s the same writer thus ex- 
presses himself :* — 

“ In the whole of the Engadine the 
Ipd belongs to the peasantry, who, 
like the inhabitants of every other 
place where this state of things exist, 
vary greatly in the extent of tlieir pos- 
sessions. . . . Generally speaking, an 
Engadine peasant lives entirely upon 
the produce of his land, with the ex- 
ception of the few articles of foreign 
growth required in his family, such as 
coffee, sugar, and wine. Elax is grown, 
prepared, spun, and woven, without 
ever leaving his house. He has also 
his own wool, which is converted into 
a blue coat without passing through 
the haJids of either the dyer or the 
tailor. The country is incapable of 
greater cultivation than it has received. 
All has been done for it that industry 
and an extreme love of gain can de- 
vise. There is not a foot of waste 
land in the Engadine, the lowest part 
of which is not much lower than the 
top of Snowdon. Wherever grass will 
grow, there it is ; wherever a rock will 
bear a blade, verdure is seen upon it; 
wherever an ear of rye will ripen, 
there it is to be found. Barley and 
oats have also their appropriate spots; 
and wherever it is possible to ripen a 
little patch of wheat, the cultivation of 
it is attempted. In no country in 
Europe will be found so few^ poor as 
in the Engadine. In the village of 
Suss, which contains about six hun- 
dred inhabitants, there is not a single 
individual who has not wherewithal to 
live comfortably, not a single indi- 
vidual who is indebted to others for one 
morsel that he eats.” 

Notwithstanding the general prospe- 
rity of the Swiss peasantry, this total 
absence of pauperism, and (it may ah 
most be said) of poverty, cannot be 
predicated of the whole country ; the 
largest and richest canton, that of 
Berne, being an example of the con- 
trary ; for although, in the parts of it 
which are occupied by peasant pro- 
prietors, their industry is as remark- 
able and their ease and comfort as con* 
spicuous as elsewhere, the canton is 
Ibid. eh. 8 and 10. 
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bttrthened witli a ntimeroTis panper 
population, tiiroiigh tbe operation of 
the worst regulated system of poor-law 
aininistration in Europe, except that 
of England before the ne w I^oor Law.* 
Nor is Switzerland in some other re- 
spects a fa Yourable example of all that 
peasant properties might effect. There 
exists a series of statistical accounts 
of the Swiss cantons, drawn up mostly 
with great care and intelligence, con- 
taining detailed information, of tole- 
rably recent date, respecting the con- 
dition of the land and of the people. 
Erom these, the subdiyision appears 
to he often so minute, that it can 
hardly he supposed not to he excessive : 
and the indebtedness of the proprietors 
In the fiourishing canton of Zurich 
borders,” as the writer expresses it, 

** on the incredible;” so that “only 
the intensest industry, frugality, tem- 
perance, and complete freedom of com- 
merce enable them to stand their 
ground.’ ’f Yet the general conclusion 
deducible from these books is that since 
the beginning of the century, and con- 
currently with the subdivision of many 
great estates which belonged to nobles 
or to the cantonal governments, there 
has been a striking and rapid improve- 
ment in almost every department of 
agriculture, as well as in the houses, 
the habits, and the food of the people. 
The writer of the account of Tniirgau 
goes so far as to say, that since the 


* There have been considerable changes 
in the Poor Law administration and legisla- 
tion of the Canton of Berne since the sen- 
tence in the text was written- But I .am 
not sufficiently acquainted with the nature 
ando peration of these changes, to speak more 
pai'ticularly of them here. 

t Historical, G-eograpliical, and Staiistical 
^iciare qf Siciizerlayid. Part I, Canton of 
Zurich. By Gei’old Meyer Yon Knonau, 
1834, pp. 80-1 . There are villages in Z urich, 
he adds, in which there is not a single pro- 
perty unmortgaged. It does not, however, 
follow that each individual proprietor is 
deeply mvolved because the aggregate mass 
of incumbrances is large. In the Canton of 
Scliaffhausen, for instance, it is stated that 
the landed properties are almost all mort- 
gaged, but rarely for more than one-half 
their registered value (Part XII. Canton 
of Behajfhausen, by Edward Im-T hum, 1840, 
p. 52), and the mortgages are often tor the 
improvement and enlai-gement of the estate. 
(Part XVll. Canton (f Thilrqaii. by J. A. 

Pupikofer, 1837, ■p.*.208.) ■ , ' - ■ 


subdiviei-on of tbs feudal estates into 
peasant properties, it is not uncommon 
' for a third or a fourth part of an estate 
to produce as much grain, and support 
as many head of cattle, as the whole 
estate did before.* 

§ 3. One of the countries in which 
peasant proprietors are of oldest date, 
and most numerous in proportion to 
the population, is Norway. Of the 
social and economical condition of that 
country an interesting account has 
been given hy Mr. Laing. liis testi- 
mony in favour of small landed pro- 
perties both there and elsewhere, is 
given with great decision. I shall 
quote a few passages. 

“ If small proprietors are not good 
farmers, _ it is not from the same cause 
here which we are told makes them so 
in Scotland — indolence and want of ex- 
ption._. The extent to which irrigation 
is carried on in these glens and valleys 
I shows a spirit of exertion and co- 
\ operation ” (I request particular atten- 
tion to this point), “to which the latter 
can show nothing similar. Hay being 
the principal winter support of live 
stock, and^ both it and com, as well as 
potatoes, liable, from the shallow soil 
and powerful reflection of sunshine 
from the rocks, to be burnt and withered 
up, the greatest exertions are made to 
bring water from the head of each glen, , 
along such a level as will give the' 
command of it to each farmer at 
the head of Ms fields. This is done by 
leading it in wooden troughs (the half 
of a tree roughly scooped) from the 
highest perennial stream among the 
hills, through woods, across ravines, 
along the rocky, often perpendicular, 
sides of the glens, and from this main 
trough giving a lateral one to each 
former in passing the head of his form. 
He distributes this supply by moveable 
troughs among his fields ; and at this 
season waters each rig successively 
with scoops like those used by bleachers 
m watering cloth, laying his trough 
between every two rigs. One would 
not believe, without seeing it, how 
very large an extent of land is tra- 
versed expeditiously by these artificial 

* ThurgaUip, 72 . 
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showers. The extent of the main 
troughs is very great. In one glen I 
■waited ten milovS, and found it troughed 
on both sides : on one, the chain is con- 
tinued down the main valley for forty 
miles. Those may he had farmers 
who do such things ; hut they are not 
indolent, nor ignorant of the principle 
of working in concert, and keeping up 
establishments for common benefit. 
They are undoubtedly, in these respects, 
far in advance of any community of 
cottars in our Highland glens. They 
feel as proprietors, who receive the ad- 
vantage of their own exertions. The 
excellent state of the roads and bridges 
is another proof that the country is in- 
habited by people who have a common 
interest to keep them under repair. 
There are no tolls.’^t 

On the eftects of peasant proprietor- 
ship on the Continent generally, the 
same writer expresses himself as fol- 
lows.f 

If we li sten to the large farmer, ihe 
scientific agriculturist, the [English] 
^‘political economist, good farming 
must perish with large farms ; the 
very idea that good farming can exist, 
unless on large farms cultivated with 
great capital, they hold to be absurd. 
Draining, manuring, economical ar- 
rangement, cleaning the land, regular 

* Reichensperger {The Zand Question) 
quoted by Mr. Kay {Social Condition and 
Education of the JPeojple in Mngland and 
Europe,) observes, “ that the parts of Europe 
where the most exten-sive and costly plans 
for watering the meadows and lands have 
been carried out in the greatest perfection, 
are those where the lands are very much 
subdivided, and are in the hands of small 
proprietors. He instances the plain round 
Valencia, several of the southern depart- 
ments of France, particularly those of Vau- 
cluse and Bouohes du Rhone, Lombardy, 
Tuscany, the districts of Sienna, Lucca, and 
Bergamo, Piedmont, many parts of Gernjany, 
&c., in all which parts of Europe the land is 
very much subdivided among small proprie- 
tors. In all these parts great and expensive 
systems and plans of general irrigation have 
been carried out, and are nowbeing supported, 
by the small proprietors themselves ; thus 
showing how they are able to accomplish, 
by means of combination, work requiring 
the expenditure of great quantities of capi- 
tal.” Xoy, i,126. 

t Laing, Zomnal of a Mesidence in Worway, 
pp. 36, 37. 

t JNotes qf a Trmellert pp« 299 et seqq. 


rotations, valuable stock and imple- 
ments, all belong exclusively to large 
farms, worked by large capital, and by 
hired labour. This reads very well; 
but if we raise our eyes from their 
hooks to their fields, and coolly compai'e 
what we ■ see in the best districts 
farmed in large iarms, with what we 
see in tho best distiicts farmed in 
small farms, we see, and there is no 
blinking the fact, better crops on the 
ground in Flanders, East Friesland, 
Holstein, in short, on the whole line of 
the arable land of equal quality on the 
Continent, from the Sound to Calais, 
than we see on the line of British coast 
opposite to this line, and in the same 
latitudes, from the Frith of Forth all 
round to Dover. Minute labour on 
small portions of arable ground gives 
evidently, in equal soils and climate, a 
superior productiveness, where these 
small portions belong in property, as 
in Flanders, Holland, Friesland, and 
Ditmarsoh in Holstein, to the farmer. 
It is not pretended by our agricultural 
writers, that our large farmers, even in 
Berwickshire, Koxburghshire, or the 
lothians, approach to the garden-like 
cultivation, attention to nianures, drain- 
age, and clean state of the land, or 
in productiveness from a small space of 
soil not originally rich, which distin- 
guish the small farmers of Flanders, or 
their system. In the best farnied parish 
in Scotland or England, more land is 
wasted in the corners and borders of 
the fields of large farms, in the roads 
through them, unnecessarily wide be- 
cause they are had, and bad because 
they are wide, in neglected commons, 
waste spots, useless belts and dumps 
of sorry trees, and such unproductive 
areas, than would maintain the poor 
of the parish, if they were all laid to- 
gether and cultivated. But large 
capital applied to farming is of course 
only applied to the very best of the soils 
of a country. It cannot touch the small 
unproductive spots which require more 
time and labour to fertilize them than 
is consistent with a quick return of 
capital. But although hired time and 
labour cannot ^he applied beneficially 
to such cultivation, the owner’s own time 
and labour may. He is working for 
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no higher terms at first from his land 
than a bare living. But in the course 
of generations fertility and value are 
produced; a better living, and even 
very improved processes of husbandry, 
are attained. Furrow draining, stall 
feeding all summer, liquid manures, are 
universal in the husbandry of the small 
farms of Flanders, Lombardy, Switzer- 
land. Our most improving^ districts 
under large farms are but beginning to 
adopt them. Dairy husbandry even, 
and the manufacture of the largest 
cheeses by the co-operation of many 
small farmers,* the mutual assurance 
of property against fire and hail-storms, 
by the co-operation of small farmers— 
the most scientific and expensive of 
all agricultural operations in modern 
times, the manufacture of heet-root 
sugar — the supply of the European 
markets with fiax and hemp, by the hus- 
baniy of small farmers— the abund- 
ance of legumes, fruits, poultry, in the 
usual diet even of the lowest classes 
abroad, and the total want of such 
variety at the tables even of our middle 
classes, and this variety and abundance 

* The manner in which the Swiss peasants 
combine to caify on cheesemahing by tbeir 
united capital deserves to be noted. “ Each 
parish in Switzerland hires a man, generally 
from the district of Gruyfere in the canton of 
Preyburg, to take care of the herd, and make 
the cheese. One cheeseman, ohe pressman 
or assistant, and one cowherd, are considered 
necessai'y for every forty cows. The owners 
of the cows get credit each of them, in a book 
daily, for the quantity of milk given by each 
cow. The cheeseman and his assistants milk 
the cows, put the milk all together, and make 
cheese of it, and at the end of the season each 
owner receives the weight of cheese propor- 
tionable to the quantity of milk his cows have 
delivered. By this co-operative plan, instead 
of the small-sized unmai’ketable cheeses only, 
which each could produce out of his three or 
four cows’ milk, he has the same weight in 
large marketable cheese superior in quality, 
because made by people who attend to no 
other business. The cheeseman and his as- 
sistants are paid so much per head of the 
cows, in money or in cheese, or sometimes 
they hire the cows, and pay the owners in 
money or hheese.”— ifotes oj- a Traveller, p. 
Sol. A similar system exists in the French 
Jura. See, for full details, Lavergne, JRural 
Economy of France, 2nd ed., pp. 139 et seqq. 
One of the most remarkable points in this 
interesting case of combination of labour, is 
the confidence which it supposes, and which 
experience must justify, in the integrity of 
the persons employed. 

P.E. 


essentially connected with the hus- 
bandry of small farmers— all these are 
features in the occupation of a country 
by small proprietor-farmers, which must 
make the inquirer pause before he 
admits the dogma of our land doctors 
at home, that large farms worked by 
hired labour and great capital can 
alone brin^ out the greatest produc- 
tiveness of the soil and furnish the 
greatest supply of the necessaries and 
conveniences of life to the inhabitants 
of a countr 3 %” 

§ 4.- Among the many flourishing 
regions of Germany in which peasant 
properties prevail, I select the Palati- 
nate, for the advantage of quoting, 
from an 'English source, the results of 
recent personal observation of its agri- 
culture and its people. Mr. Ho-vvitt, 
a writer whose habit it is to see all 
English objects and English socialities 
on their brightest side, and who, in 
treating of the Rhenish peasantry, 
certainly does not underrate the rude- 
ness of their implements, and the in- 
feriority of their ploughing, neverthe- 
less shows that under the invigorating 
influence of the feelings of proprietor- 
ship, they make up for the imperfec- 
tions of their apparatus by the inten- 
sity of their application. “ The peasant 
harrows and clears his land till it is in 
the nicest order, and it is admirable to 
see the crops which he obtains.”* 
“The peasants f are the great and 
ever-present objects of country life. 
They are the great population of the 
country, because they themselves are 
the possessors. This country is, in 
fact, for the most part,*in the hands of 
the people. It is parcelled out among 

the multitude The peasants are 

not, as wdth us, for the most part, 
totally cut off from property in the soil 
they cultivate, totally dependent on 
the labour afforded by others —-they 
are themselves the proprietors. It- is, 
perhaps, from this cause that they are 
probably the most industrious pea- 
santiy in the world. They labour 
busily, early and late, because they 
*^FuTal and Domestic Idfe of Get'manyf 
t Ibid. p. 40. 
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feel tliat tlcy are laboBriiig for tlieia- 
selves. . . . , Tlie GJ-eiman peasants 
worTi hard, bnt they have no actual 
want. Every man has his house, Ms 
orchard, his roadside trees, commonly 
so heavy with fruit, that he is obliged 
to prop and secure them all ways, or 
they would he torn to pieces. He has 
his corn-plot, his plot for mangel- 
wurzel, for hemp, and so on. He is 
his own master ; and he, and every 
member of his family, have the strongest 
motives to labour. You see the efiect 
of this in that unremitting diligence 
which is beyond that of the whole 
world besides, and his economy, which 
is still greater. The Germans, indeed, 
are not so active and lively as the 
English. You never see them in a 
hustle, or as though they meant to 
knock off a vast deal in a little time. 
. . . They are, on the contrary, slow, 
but for ever doing. . They plod on from 
day to day, and year to year— the 
most patient, untirable, and persever- 
ing of animals. The English peasant 
is so cut off from the idea of property, 
that he comes habitually to look upon 
it as a thing from which he is warned 
by the laws of ^ the large proprietors, 
and becomes, in conseq^uence, spirit- 
less, purposeless The German 

hauer, on the contrary, looks on the 
country as made for him and his 
fellow-men. He feels himself a man; 
he has a stake in the country, as good 
as that of the bulk of his neighbours ; 
no man can threaten him with ejec- 
tion, or the workhouse, so long as he 
is active and economical. He walks, 
therefore, with a hold step; he looks 
you in the face with the air of a free 
man, but of a respectful one,” 

Of their industry, the same writer 
thus further speaks : “ There is not an 
hour of the year in which they do not 
find unceasing occupation. In the 
depth of -winter, when the weather 
permits them by any means to get out 
of doors, they are always finding some- 
thing to do. They carry out their 
manure to their lands while the frost 
is in them. If there is not firost, they 
are busy cleaning ditches and felling 
old fruit trees, or such as do not hear 
well, fe ach of them as are too poor to 


lay in a sufficient stock of wood,’ find 
plenty of work in ascending into the 
mountainous woods, and bringing 
thence fuel. It would astonish the 
English common people to see the in- 
tense labour with which the Germans 
earn their firewood. In the depth of 
frost and snow, go into any of their 
hills and woods, and there you find 
them hacldng up stumps, cutting off 
hranehes, and gathering, by all means 
which the official wood-police will 
allow, boughs, stakes, and pieces of 
wood, which they convey home with 
the most incredible toil and patience.”*^ 
After a desciiption of their careful and 
laborious vineyard culture, he con- 
tinues, f “In England, with its great 
quantity of grass lands, and its large: 
farms, so soon as the grain is in, and 
the fields are shut up for hay grass, the 
country seems in a comparative state 
of rest and quiet. But here they are 
everywhere, and for ever, hoeing and 
mowing, planting and cutting, weed- 
ing and gathering. They have a 
succession of crops like a market- 
gardener. They have their carrots, 
poppies, hemp, flax, saintfoiu, lucerne, 
rape, colewort, cabbage, rotabaga, 
black turnips, Swedish and white tur- 
nips, teazles, Jerusalem artichokes, 
mangel-wurzel, parsnips, kidney-beans, 
field-beans and peas, vetches, Indian 
com, buckwheat, madder for the manu- 
facturer, potatoes, their great crop of 
tobacco, millet — all, or the greater part, 
under the family management, in their 
own family allotments. They have 
had these things first to sow, many of 
them to transplant, to hoe, to weed, to 
clear off insects, to top ; many of them 
to mow and gather in successive crops. 
They have their water-meadows, of 
which kind almost all their meadows 
are, to fiood, to mow, and refiood ; 
watercourses to reopen and to make 
anew; their early fruits to gather, to 
bring to market with their green crops 
of vegetables; their cattle, sheep, 
calves, foals, most of them prisoners, 
and poultry to look after ; their vines, 
as they shoot rampantly in the sum- 

* Hural and Domesiio Zife of G-emany^ 
p. 44w 
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mei? lieat, to prune, and tliin out tlie 
leaves /wlaen they arc too thick : and 
any one may imagine what a scene of 
incessant labour it is,” 

This interesting sketcb, to the 
general truth of which any observant 
traveller in that highly cultivated and 
populous region can bear witness, 
accords with the more elaborate de- 
lineation by a distinguished inhabitant, 
Professor Ran, in his little treatise 

On the. Agiiculture of the Palati- 
nate.”^ Br. Ran bears, teetiniony not 
only to the industry, but to the skiU 
and intelligence of the peasantry; 
their judicious employment of manures, 
and excellent rotation of crops ; the 
progressive improvement of their agri- 
culture for generations past, and the. 
Spirit of further improvement which is 
still active. “The indefatigableness 
of the country people, who may be seen 
in activity all the day and all tbe year, 
and are never idle, because they make 
•a good distribution of tbeir labours, 
and find for every interval of time a 
suitable occupation, is as well known 
as tbeir zeal is praiseworthy in turning 
to use every circumstance which pre- 
sents itself, in seizing upon every use- 
ful novelty which offers, and even in 
searching ont new and . advantageous 
methods. One easily perceives that 
the peasant of this district has refiected 
much on his occupation : he can give 
reasons for his modes of proceeding, 
■even if those reasons are not always 
tenable ; be is as exact an observer of 
proportions as it is possible to be from 
memory, without the aid of figures : he 
attends to such general signs of the 
times as appear to augur him either 
benefit or harm.”f 

The experience of all other parts of 
Germany is similar. “In Saxony,” 
says Mr. Kay, “ it is a notorious fact, 
that during the last thirty years, and 
since the peasants became* the pro- 
prietors of the land, there has been a 
rapid and continual improvement in the 
condition of the houses, in the manner 
of living, in the di*ess of the peasants, 

* On the Agriculture of the Palaimate, and 
particularly in the territory of JELeideTberg. 
By Dr. Karl Heinrich Eau. Eeideiberg, 
1830. 

t Ean, Pp. 15, 16. 


and particularly in the culture of the 
land, I have twice walked through that 
part of Saxony called Saxon Switzer- 
land, in company with a German guide, 
and on purpose to see the state of the 
villages and of the farming, and I can 
safely challenge contradiction when I 
affirm that there is no farming in all 
Europe superior to the laboriously care- 
ful cultivation of the valleys of that 
part of Saxony. There, as in the can- 
tons of Berne, Vaud, and Zurich, and 
in the Rhine provinces, the farms are 
singularly flourishing. They are kept 
in beautiful condition, and are always 
neat and well managed. The ground 
is cleared as if it were a garden. No 
hedges or brushwood encumber it. 
Scarcely a rush or thistle or a bit of 
rank grass is to be seen. The meadows 
are well vratered every spring with 
liquid manure, saved from the drain- 
ings of the farm yards. The grass is 
so free from weeds that the Saxon 
meadows reminded me more of English 
lawns than of anything else I had seen. 
The peasants endeavour to outstrip one 
another in the quantity and quality of 
the produce, in the pi’eparation of the 
ground, and in the general cultivation 
of their respective portions. All the 
little proprietors are eager to find out 
how to farm so as to produce the greatest 
results ; they diligently seek alter im- 
provements ; they send their children 
to the agricultural schools in order to 
fit them to assist their fathers; and 
each proprietor soon adopts a new im- 
provement introduced by any of his 
neighbours,”* If this be not over- 
stated, it denotes a state of mtelligence 
very different not only from tliat of 
English labourers- but of English 
fanners. 

Mr. Kay’s book, published in 1850, 
contains a mass of evidence gathered 
from observation and inquiries in many 
different parts of Europe, together with 
attestations from many distinguished 
writers, to the beneficial effects of pea- 

* The Social Condition and Education, of 
the jPeople in England and Europe; showing 
the Results of the Erimary Schools^ and of 
the division of Landed Eroperty in Eoreign 
Countries. By Joseph Kay, Esq., M.A. Bar- 
rister-at-Law, and late Travelling Bachelor 
of the University of Cambridge. Vol. i. pp. 
ISS-^O. 
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siint properties. Among the testimonies 
■which he cites respecting their effect 
on agricnlture, I select the foUowing- 
“ Eeii hensperger, himself an inhabi- 
tant of that part of Prussia where theland 
is the most subdivided, has published 
a long and very elaborate work to show 
the admirable consequences of a system 
of freeholds in land. He expresses a 
very decided opinion that not only are 
the gross products of any given number 
of acres held and cultivated hy small 
or peasant proprietors, greater than the 
gross products of an equal number of 
acres held hy a few great proprietors, 
and cultivated hy tenant farmers, but 
that- the net products of the former, 
after deducting all the expenses of 
cultivation, are also greater than the 
net products of the latter. . . . He 
mentions one fact wMch seems to prove 
that the fertility of the land in countries 
where the properties are small, must he 
rapidly increasing. He says that the 
price of the land which is divided into 
small properties in the Prussian Ehine 
provinces, is much higher, and has been 
rising much more I’apidly, than the 
price of land on the great estates. He 
and Professor Ran both say that this 
rise in the price of the small estates 
would have ruined the more recent 
purchasers, unless the productiveness 
of the small estates had increased in 
at least an equal proportion; and as the 
small proprietors have been gradually 
becoming more and more prosperous 
notwithstanding the increasing prices 
they have paid for their land, he argues, 
with apparent, justness, that this -vmuld 
seem to show that not only the gross 
profits of the small estates, but the net 
profits also, have been gradually in- 
creasing, and that the net profits per 
acre, of land, when fanned hy small 
proprietors, are greater than the net 
profits per acre of land farmed by a j 
great pi’oprietor. He says, with seem- 
ing truth, that the increasing price of 
land in the small estates cannot be the 
mere effect of competition, or it would 
have diminished "the profits and the 
prosperity of the small proprietors, and 
that this result has not followed the 
rise. 

Albrecht Thaer, another celebrated 


German writer on the different systems 
of agriculture, in one of his later Avorks 
(Principles of Rational Agriculture) 
expresses his decided conviction, that 
the net produce of land is greater when 
farmed "by small proprietors than when 
farmed hy great proprietors or their 
tenants. . * . This opinion of Timer is 
all the more remarkable, as, during the 
early part of his life, he wms very 
strongly in favour of the English system 
of great estates and great farms.” 

Mr. Kay adds, from his own observa- 
tion, ‘‘ The peasant farming of Prussia, 
Saxony, Holland, and Switzerland is 
the most perfect and economical farm- 
ing I have ever witnessed in any 
country,”* 

§ 5. But the most decisive example 
in opposition to the English prejudice 
against cultivation h'y peasant pro- 
prietors, is the case of Belgium. The 
soil is originally one of the worst in 
Europe. “ The provinces,” says Mr. 
M‘Culloch,t “of West and East 
Flanders, and Hainajilt, form a far- 
stretching plain, of which the luxuriant 
vegetation indicates the indefatigable 
care and labour bestowed upon its cul- 
tivation; for the natural soil consists 
almost wholly of barren sand, and its 
great fertility is entirely the result of 
very skilful management and judicious 
application of various manures.’ ’ There 
exists a carefully prepared and compre- 
hensive treatise on Flemish Husbandry, 
in the Farmer’s Series of the Society 
for the Diffusion of Useful Knowledge. 
The writer observes, ^ that the Flemish 
agriculturists “seem to want nothing 
but a space to work upon: whatever be 
the quality or texture of the soil, in 
time they will make it produce some- 
thing. The sand in the Gampine can 
he compared to nothing bnt the sands 
on the sea-shore, which they probably 
were originally. It is highly interest- 
ing to follow step hy step the progress 
of improvement. Here you see a cot- 
tage and rude cow-shed erected on a 
spot of the most unpromising aspect. 
The loose Avhite sand blown into irre- 

* Kay, i. 116-8. 
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gnlar mounds is only kept together ty 
the roots of the heath: a small spot 
only is levelled and surrounded hy a 
■ditch: part of this is covered with 
young hroom, part is planted with po- 
tatoes, and pei'haps a small patch of 
diminutive clover may show itself:” but 
manures, both solid and liquid, are col- 
lecting, “ and this is the nucleus from 
which, in a few years, a little farrn will 
spread around. . . .If there is no 
manure at hand, the only thing that 
can be sown, on pure sand, at first, is 
broom : this grows in the most barren 
soils ; in three years it is fit to cut, and 
reduces some return in fagots for the 
akers and hrickmakers. The leaves 
which have fallen have somewhat en- 
riched the soil, and the fibres of the 
roots have given a certain degree of 
compactness. It may now be ploughed 
and sown mth buckwheat, or even with 
lye without manure. By the time this 
is reaped, some manure may have been 
collected, and a regular course of crop- 
ping may begin. As soon as clover and 
potatoes enable tbe fanner to keep cows 
and make mannre, the improvement 
goes on rapidly ; in a few years the soil - 
undergoes a complete change : it be- 
comes mellow and retentive of moisture, 
and enricbed by the vegetable matter 
afforded by the decomposition of the 
roots of clover and other plants. . . . 
After the land has been gradually 
brought into a good state, and is culti- 
vated in a regular manner, there ap- 
pears much less difference between the 
soils which have been originally good, 
and those which have been made so 
hy labour and industry. At least the 
crops in both appear more nearly alike 
at harvest, than is the case in soils of 
different qualities in other countries. 
This is a great proof of the excellency 
of the Flemish system ; for it shows 
that the land is in a constant state of 
improvement, and that the deficiency 
of the soil is compensated hy greater 
attention to tillage and manuring, 
especially the latter.” 

The people who labour thus intensely, 
because laboui'ing for themselves, have 
practised for centuries those principles 
of rotation of crops and economy of 
manures, wliich in England are counted 


iOPKIETOES. . 165 

among modem discoveries : and even 
now the superiority of their agriculture, 
as a whole, to that of England, is ad- 
mitted by competent judges. “ The 
cultivation of a poor light soil, or a 
moderalte soil,” says the writer last 
quoted,* “is generally superior in 
Flanders to that of the most improved 
farms of the same kind in Britain. We 
surpass the Flemish farmer greatly in 
capital, in varied implements of tillage, 
in the choice and breeding of cattle and 
sheep,” (though, according to the same 
authority, t they are much “ before us 
in the feeding of their cows,”) “ and 
the British fai-mer is in general a man 
of superior education to the Flemish 
peasant. But in the minute attention 
to the qualities of the soil, in the ma- 
nagement and application of manures 
of different kinds, in the judicious suc- 
cession of crops, and especiail}’’ in the 
economy of land, so that every part of 
it shall he in a constant state of pro- 
duction, we have still something to 
leam from the Flemings,” and not from, 
an instructed and enterprising Fleming 
here and there, hut from the general 
practice. 

Much of the most highly cultivated 
part of the country consists of peasant 
properties, managed hy the proprietors, , 
always 'either wholly or partly by spade 
industry .f “When the land is culti- 
vated entirely hy the spade, and no 
horses are kept, a cow is kept for every 
three acres of land, and entirely fed on 
artificial grasses and roots. This mode 
of cultivation is principally adopted in 
the Waes district, where properties are 
very small. All the labour is done by 
the different members of the family;” 
children soon beginning “ to assist in 
various minute operations, according to 
their age and strength, such as weed- 
ing, hoeing, feeding the cows. If they 
can raise rye and wheat enough to 
make their bread, and potatoes, tur- 
nips, carrots, and clover, for the cows, 
they do well ; and the produce of the 
sale "of their rape-seed, their fiax, their 
hemp, and their butter, after deducting 
the expense of manm’e purchased, which 

Flemish ISusbandry, p. 3. 
t llrid. p. 13. 
t Ibid., pp. 73 et seq. 
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Is always considerate, gives tliem a 
veiy good profit. Suppose tlie whole 
extent of the land to be six acres, which 
is not an uncommon occnpation, and 
which one man can manage;” then 
(after describing the eultivatife), “if 
a man wdth his wife and three young 
children are considered as equal to 
three and a half grown u|> men, the fa- 
mily will require thirty-nine bushels of 
grain, forty-nine bushels of potatoes, a 
fat hog, and the butter and milk of one 
cow : an acre and a half of land will 
produce the grain and potatoes, and 
allow some corn to finish the fattening 
of the hog, which has the extra butter- 
milk: another acre in clover, carrots, 
and potatoes, together with the stubble 
turnips, will more than feed the cow; 
consequently two and a half acres of 
land is sufficient to feed this family, 
and the produce of the other three and 
a half may he sold to pay the rent or 
the interest of purchase-money, wear 
and tear of implements, extra manure, 
and clothes for the family. But these 
acres are the most profitable on the 
faim, for the hemp, fiax, and colza are 
included ; and by having another acre 
in clover and roots, a second cow can 
be kept, and its produce sold. We 
have, therefore, a solution of the prob- 
lem, how a ffimily can live and thrive 
on six acres of moderate land.” After 
showing by calculation that this extent 
of land can he cultivated in the most 
peidect manner by the family without 
any aid from hired labour, the writer 
continues, “In a farm of tm acres en- 
tirely culiivated by the spade, the addi- 
tion of a man and a woman to the 
members of the family will render all 
the operations more easy ; and with a 
horse and cart to carry out the manure, 
and bring home the produce, and occa- 
sionally draw the harrows, acres 

may he veiy well cultivatecL . . . Thus 
it will be seen,” (this is the result of 
some pages of details and calculations,^) 
“ that by spade husbandry, an industri- 
onsman with a small capital, occupying 
only fifteen acres of good light land, 
may not only live .and bring up a fa- 
mily, jp(Z2/^?ig a good ren#, hut may accu- 
mulate a considerable sum in the course 
* Memish JECmiandrgyp, SI, 


of his life.” But the indefatigable in™- 
dustry by which he accomplishes this, 
and of which so large a portion is ex- 
pended not in the mere cultivation, hut. 
in the improvement, for a distant re- 
turn, of the soil itself—has that indus- 
try no connexion with not paving rent? 
Could it exist, without presupposing, 
at least, a virtually permanent tenure ? 

As to their mode of living, “the 
Flemish farmers and labourers live 
much more economically than the same 
class in England: they seldom eat 
meat, except on Sundays and in har- 
vest : buttermilk and potatoes with 
brown bread is their daily food.” It 
is on this kind of evidence that English 
travellers, as they hurry through Eu- 
rope, pronounce the peasantry of every 
Contin ental country poor and miserable, 
its agricultural and social system a 
failure, and the English the only regime 
under which labourers are well off. It 
is, truly enough, the only r%ime under 
which labourers, whether well off or 
not, never attempt to be better. So 
little are English labourers accustomed 
to consider it possible that a labourer 
should not spend all he earns, that they 
habitually mistake the signs of eco^ 
nomy for those of poverty. Observe 
the true inteipretation of the pheno- 
mena. 

“Accordingly tJieg are gradvallg 
XK^uiring capital^ and their great am- 
bition is to have land of their own. 
They eagerly seize every opportunity 
of purchasing a small farm, and the 
piice is so raised by competition, that 
land pays little more than two per cent 
interest for the purchase money. Large 
properties gradually disappear, and are 
divided into small portions, which sell 
at a high rate. But the wealth and 
industry of the population is contmually 
increasing, being rather diffused through 
the masses than accumulated in indi- 
viduals.” 

With facts like these, known and 
accessible, it is not a little surprising 
to find the case of Flanders referred to 
not in recommendation of peasant pro- 
perties, hut as a warning against them ; 
on no better ground than a presumptive 
excess of population, inferred from the 
distress which existed among the pea. 
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santrj of Era’bant and East Elanders 
in tlie disastrous year 1846*47. Tlie 
evidence which I have cited from a 
writer conversant with the subject, and 
having no economical theoiy to sup- 
port, shows that the distress, whatever 
may have been its severity, arose from 
no insufficiency in these little properties 
to supply abundantly, in any ordinary 
circumstances, the wants of all whom 
they have to maintain. It arose from 
the essential condition to which those 
are subject who employ land of their 
own in growing their own food, namely, 
that the vicissitudes of the seasons 
must be borne by themselves, and can- 
not, as in the case of large farmers, be 
shifted from them to the consumer. 
When we remember the season of 1846, 
a partial failure of all kinds of grain, 
and an almost total one of the potato, 
it is no wonder that in so unusual a 
calamity the produce of six acres, half 
of them sown with flax, hemp, or oil 
seeds, should fall short of a year’s pro- 
vision for a family. But we are not to 
contrast the distressed Flemish peasant 
with an English capitalist who farms 
several hundred acres of land. If the 
peasant were an Englishman, he would 
not be that capitalist, but a day-la- 
bourer under a capitalist. And is there 
no distress, in times of dearth, among 
day-labourers? Was there none, that 
year, in countries where small proprie- 
tors and small farmers are unknown? 
I am aware of no reason for believing 
that the distress was greater in Bel- 
gium, than corresponds to the propor- 
tional extent of the failure of crops 
compared with other countries.'*' 

§ 6. The evidence of the beneficial 
operation of peasant properties in the 
Channel Islands is of so decisive a cha- 
racter, that I cannot help adding to 
the numerous citations already made, 

^ As much of the distress lately coraplainfid 
of in Belgium, as partakes in any degree of a 
permanent character, appears to be almost 
confined to the portion of the population 
who carry on manufacturing labour, either 
by itself or in conjunction with agricultural ; 
and to be occasioned by a diminished demand 
for Belgic manufactures. 

To the preceding testimonies respecting 
Germany, Switzerland, and Belgium, may 


part of a description of the economical 
condition of those islands, by a writer 
who combines personal observation 
with an attentive study of the informa- 
tion afforded by others. Mr. ’William 
Thornton, in his ‘^Plea for Peasant 
Proprietors,” a hook which by the ex- 
cellence both of its materials and of its 
execution, deserves to be regarded as 
the standard work on that side of the 
question, speaks of the island of Guern- 
sey in the following terms : “Not even 
in England is nearly so large a quan- 
tity of produce sent to market from a 
tract of such limited extent. This of 
itself might prove that the cultivators 
must he far removed above poverty, for 
being absolute owners of all the pro- 
duce raised by them, they of course sell 
only what they do not themselves re- 
quire. But the satisfactoriness of their 
condition is apparent to every observer. 
‘The happiest community,’ says Mr. 
Hill, ‘ which it has ever been my lot 
to fall in with, is to he found in this 
little island of Guernsey. ’ ‘No matter, ’ 
says Sir George Flead, ‘ to what point 
the traveller may choose to bend his 
way, comfort everywhere prevails.’ 
What most surprises the English vi- 
sitor in his first walk or drive beyond 
the bounds of St. Peter’s Port, is the 
appearance of the habitations with 
which the landscape is thickly studded. 
Many of them are such as in his own 
country would belong to persons- of 
middle rank; but he is puzzled to guess 
what sort of people live in the others, 
which, though in general not large 
enough for farmers, are almost invari- 
ably much too good in every respect for 
day labourers. ..... Literally, in the 
whole island, with the exception of a 
few fishermen’s hnts, there is not one 
so mean as to he likened to the ordinary 
habitation of an English farm labourer. 
‘Look,’ says a late Bailiff of 

be added the following -from Niebuhr, re 
specting the Eoman Campagna. In a letter 
from Tivoli, he says, “ Wherever you find 
hereditary farmers, or small proprietors, 
there you also find industry and honesty. I 
believe that a man who would employ a large 
fortune in establishing small freeholds might 
put an .end to robbery in the mountain 
districts .” — Jjife mid Ijetters of JSfiehuh'f vol. 
ii.p. 149. 
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Giieilisey, Mr. De LTsle Brock, ‘ at 
tlie hovels of the English, and compare 
them -with the cottages of our pea- 
santry.' .... Beggars are utterly un- 
known Pauperism, able-hodied 

pauperism at least, is nearly as rare as 
mendicancy. The Savings Banks ac- 
counts also hear witness to the general 
abundance enjoyed by the labouring 
classes of Guernsey. In the year 1841, 
there were in England, out of a popu- 
lation of nearly fifteen millions, less 
than 700,000 depositors, or one in every 
twenty persons, and the average 
amount of the deposits was 30il. In 
Guernsey, in the same year, out of a 
population of 26,000 the number of de- 
positors was 1920, and the average 
amount of the deposits 40?.”* The 
evidence as to Jersey and Alderney is 
of a similar character. 

Of the efuciency and productiveness 
of agriculture on the small properties 
of the Channel Islands, Mr. Thornton 
produces ample evidence, the result of 
which he sums up as follows : “Thus 
it appears that in the two principal 
Channel Islands, the agricultural popu- 
lation is, in the one twice, and in the 
other, three times, as dense as in Bri- 
tain, there being in the latter couirtry 
only one cultivator to twenty-two acres 
of cultivated land, while in J ersey there 
is one to eleven, and in Guernsey one 
to seven acres. Yet the agriculture of 
these islands maintains, besides culti- 
vators, non-agricultural populations, 
respectively four and live times as 
dense as that of Britain. This differ- 
ence does not arise fi-om any superi- 
ority of soil orplimate possessed by the 
Channel Islands, for the former is na- 
turally rather poor, and the latter is 
not better than in the southern coun- 
ties of England. It is owing entirely 
to the assiduous care of the farmers, 
and to the abundant use of manure.’’^ 
“In the year 1837,” he says in another 
place,!; “ f'he average yield of wheat in 
the large farms of England was only 
twenty-one bushels, and the highest 
average for any one county was no 
more than twenty-six bushels. The 
* A JPlea for JPeasani JProprietors. By 
CSTilliam Thomas Thornton, pp, 99—104. 
tibid. p. 33. 
tibid.p.i). 


highest average since claimed for the 
whole of England, is thirty bushels. 
In Jersey, where the average size of 
farms is only sixteen acres, the average 
produce of wheat per acre was stated 
by Inglis in^iS84 to be tlnHy-six 
bushels ; but it is proved by official 
tables to have been forty bushels in 
the five years ending with 1833. In 
Guernsey, where farms are still 
smaller, four quarters per acre, ac- 
cording to luglis, is considered a good, 
but still a very common crop.” “ Thirty 
shillings* an acre would be thought in 
England a very fair rent for middling 
land ; but in the Channel Islands, it is 
only very inferior land that would not 
let for at least 4?.” 

§ 7. It is from France, that im- 
pressions unfavourable to peasant pro* 
parties are generally drawn ; it is in 
France that the system is so often as- 
serted to have brought forth its fruit 
in the most wretched possible agricul- 
ture, and to be rapidly reducing, if not 
to have already reduced, the peasantry, 
by subdivision of land, to tire verge of 
starvation. It is difficult to account 
for the general prevalence of impres- 
sions so much the reverse of truth. 
The agriculture of France was 
wretched, and the peasantry in gi’eat 
indigence, before the Revolution. At 
that time they were not, so universally 
as at present, landed proprietors. There 
were, however, considerable districts of 
France where the land, even then, was 
to a gi'eat extent the property of the 
peasantry, and among these were 
many of the most conspicuous excep- 
tions to the general had agriculture 
and to the general poverty. An au- 
thority, on this point, not to he dis- 
puted, is Arthur Young, the inveterate 
enemy of small farms, the coryphesus 
of the modern English school of agri- 
culturists ; who yet, travelling over 
nearly the whole of France in 1787, 
1788,*and 1789, when he finds remark- 
able excellence of cultivation, never 
hesitates to ascnbe it to peasant pro- 
perty. “ Leaving Sauve,” says he, f 

* A Plea for Peasant Proprietors^'^. 32. 

t Arthur Young’s Travels in FranoCf 
vol. i. p. 50. 
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* I was mnch struck with a large 
tract of land, seemingly nothing but 
huge rocks; yet most of it enclosed 
and jilanted with the most industrious 
attention. Every man has an olive, a 
mulberry, an almond, or a peach tree, 
and vines scattered among them so 
that the whole ground is covered with 
the oddest mixture of these plants and 
bulging rocks, that can be conceived. 
The inhabitants of this village deserve 
encouragement for their industry ; and 
if I were a French minister they should 
have it. They would soon turn all the 
deserts around them into gardens. 
Such a knot of active husbandmen, 
who turn their rocks into scenes of 
fertility, because I suppose their own, 
would do the same by the wastes, if 
animated by the same omnipotent 
principle.” Again:* “ Walk to Eos- 
sendal,” (near Dunkirk) “where M. 
le Brun has an improvement on the 
Dunes, which he very obligingly showed 
me. Between the town and that place 
is a great number of neat little houses, 
built each with its garden, and one or 
two fields enclosed, of most wretched 
blowing dtme sand, naturally as white 
as snow, but improved by industry. 
The magic of property turns sand to 
gold.” ' And again :t “ Going out of 
Grange, I was surprised to find by far 
the greatest exertion in irrigation 
which I had yet seen in France ; and 
then passed by some steep mountains, 
highly cultivated in terraces. Much 
watering at St. Lawrence. The scenery 
very interesting to a farmer. From 
Gange, to the mountain of I'ough 
ground which I crossed, the ride has 
been the most interesting which I have 
taken in France ] the efforts of in- 
dustry the most vigorous ; the anima- 
tion the most lively. An activity has 
been here, that has swept away all 
difficulties before it, and has clothed 
the very rocks with verdure. It would 
be a disgrace to common sense to ask 
the cause ; the enj oyment of property 
must have done it. Give a man the 
secure possession of a bleak rock, and 
he will turn it into a garden ; give him 

* Arthur Young’s Travels in Finance, 
vol. i. p. SS. 

t Ibid. p. 51. 


a nine years lease of a garden, and he 
will convert it into a desert.” 

In bis description of tbe country at 
tbe foot of tbe Western Pyrenees, be 
speaks no longer from surmise, but 
from knowledge- “ Take* the road to 
Moneng, and come presently to a scene 
which was so new to me in France, 
that I could hardly believe my own 
eyes. A succession of many well- 
built, tight, and comfortable farming 
cottages built of stone and covered 
with tiles ; each having its little gar- 
den, enclosed by dipt tborn-heclges, 
with plenty of peach and other^ fruit- 
trees, some fine oaks scattered in the 
hedges, and young trees nursed up 
with so much care, that nothing hut 
the fostering attention of the owner 
could effect anything like it. To 
every house belongs a farm, per- 
fectly well enclosed, with grass bor- 
ders mown and neatly kept around 
the corn-fields, with gates to pass 
from one enclosure to another. There 
are some parts of England (whene 
small ‘ yeomen still remain) that re- 
semble this country of Bearn ; but 
we have very little that is equal to 
what I have seen in this ride of twelve 
miles from Pan to Moneng. It is all 
in the hands of little proprietors, with- 
out the farms being so small as to 
occasion a vicious and miserable popu- 
lation. An air of neatness, warmth, 
and comfort breathes over the whole. 
It is visible in their new-built houses 
and stables ; in their little gardens ; in 
their hedges; in the courts before their 
doors ; even in the coops for their 
poultry, and the sties for their hogs. 
A peasant does not think of rendering 
his pig comfortable, if bis own happi- 
ness hang by the thread of a nine 
years’ lease. We are now in B dam, 
within a few miles of the cradle of 
Henry lY. Do they inherit these 
blessings from tbat good xnince ? The 
benignant genius of that good monarch 
seems to reign still over the country ; 
each peasant has the fowl in the pot^ 
He frequently notice’s the excellence 
of the agriculture of French Flanders, 
where the farms “are all small, and 

* Arthur Young’s Travels in Mance, 
vol. i. 
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mncli in tliei^ands of littIepi’'oprietors.”* 
In the Pays de Caiix, also a conntiyof 
small properties, the agriculture was ■ 
miserable ; of which his explanation .i 
was, that it “ is a manufacturing 
country, and farming is but a secon- 
dary pursuit to the cotton fabric, which 
spreads /over the whole of it.”t The 
same district is still a seat of manu- 
iactnres, and a country of small, pro- 
prietors, and is now, whether we judge . 
Irom the appearance of the crops or - 
from the official returns, one of the 
best cultivated in France. In “ Flan- ^ 
ders, Alsace, and part of Artois, as 
well as on the banks of the Garonne, , 
France possesses a husbandry e^ual to ■ 
our own.”|: Those countries, and a 
considerahle part of Quercy, “are oul- ■ 
tivated more like gardens than farms. , 
Perhaps they axe too much like gar- 
dens, from the smallness ofproperties.”§ 
In those districts the admirable rota- 
tion of crops, so long practised in Italy, 
but at that time generally neglected 
in France, was already universal. 
“The rapid succession of crop's, the 
harvest of one being hut the signal of 
sowing immediately for a second,” (the 
same fact which strikes all observers 
in the valley of the Rhine,) “can 
scarcely be carried to greater perfec- 
tion : and this is a point, perhaps, of 
all others the most essential to good 
husbandry, when such crops are so 
justly distributed as we generally find 
them in these pro’nnces ; cleaning and 
ameliorating ones being made the 
preparation for such as foul and ex- 
haust.” 

It must not, however, be supposed 
that Arthi.-ir Foung’s testimony on the 
subject of peasant properties is uni- 
formly favourable. In Lorraine, Cham- 
pagne, and elsewhere, he finds' the 
agricidture bad, and the small pro- 
prietors very miserable, in conseqnence, 
as he says, of. the extreme subdivision 
of the land. His opinion isthus summed 
up :|| — “ Before 1 travelled, I conceived 
that small farms, iu property^ were 
very susceptible of good cultivation f 
and that the occupier of such, having 

* Young, pp. 322— 4. 

t Ibid. p. 325. t Ibid. toI. i* p. 3$7, 

§ Ibid. p. 364. U Ibid. p. 413. 


no rent to pay, might he sufficiently at 
his ease to work improvements, and 
carry on a vigorous husbandry ; but 
what I have seen in France, has 
greatly lessened my good opinion of 
them. In Flanders, I saw excellent 
husbandry on properties of 30 to 100’ 
acres; but we seldom find here such 
small patches of property asare common 
in other provinces. In Alsace, and 
on the Garonne, that is, on soils of 
such exuberant fertility as to demand 
no exertions, some small properties 
also are well cultivated. In Bearn, I 
passed through a region of little farmers, 
whose appearance, neatness, ease, and 
happiness charmed me ; it was what 
property alone could, on a small scale, 
effect; bnt these were by no means 
contemptibly small; they are, as I 
judged by the distance from house to 
house, from 40 to 80 acres. Except 
these, and a very few other instances, 
I saw nothing respectable on small 
properties, except a most unremitting 
industry. Indeed, it is necessarj to 
impress on the reader’s mind, that 
though the husbandry I met with, in 
a great variety of instances on little- 
properties, was as had as can he weH 
conceived, yet the industry of the pos- 
sessors was so conspicuous, and so- 
meritorious, that no commendations 
would be too great for it. It was 
sufficient to prove that property in 
land is, of all others, the most active 
instigator to severe and incessant 
labour. And this truth is of such 
force and extent, that I know no way 
so sure of carrying tillage to a moun- 
tain top, as by permitting the adjoin- 
ing villagers to acqnire it in property ; 
in fact, we see that in the mouEtains 
of Languedoc, &c., they have con- 
veyed earth in baskets, on their backs, 
to form a soil where nature had denied 
it.” 

The experience, therefore, of this 
celebrated agriculturist, and apostle of 
the grmde culture, maj ho said to he, 
that the effect of small properties, cul- 
tivated by peasant proprietors, is ad- 
mirable when they are not too small : 
so small, namely, as not fully to occupy 
the time and attention of the family ; 
for he often complains, with great 


apparent reason, of tlie <juantity 
idle time wMcli the peasantry had on 
their hands when the land was in 
very small portions, notwithstanding 
the ardour with which they toiled to 
, improve their little patrimony, in every 
way which their knowledge or ingenuity 
could suggest- He recommends, ac- 
cordingly, that a limit of subdivision 
should he fixed by law; and this is 
by no means an indefensible proposi- 
tion in countries, if such there are, 
where division, having already gone 
farther than the state of capital and 
the nature of the staple articles of cul- 
tivation render advisable, still con- 
tinues progressive. That each peasant 
should have a patch of land, even in 
full property, if it is not sufficient to 
support him in comfort, is a system 
with all the disadvantages, and scarcely 
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any of the benefits, of smaH properties; 
since he must either live in indigence' 
on the produce of his land, or depend 
as habitually as if he had no landed 
possessions, on the wages of hired 
labour : which, besides, if all the hold- 
ings surrounding him are of similar 
dimensions, he has little prospect of 
finding. The benefits of peasant pro- 
perties are conditional on their not 
being too much subdivided; that is, 
on their not being rec[mred to main- 
tain too many persons, in proportion 
to the produce that can he raised from 
them by those persons. The question 
i^esolves itself, like most questions re- 
specting the condition of the labouring 
classes, into one of population. Are 
small properties a stimulns^to undue 
multiplication, or a check to it ? 


PEASANT PEOPBiETOES. 
of 


CHAPTEE m 


THE SAME SUBJECT. 


CONTINUATION OF 

§ 1. Befoke examining the infin- 
ence of peasant properties on the ulti- 
mate economical interests of the 
labouring class, as, determined by the 
increase of population, let us note the 
points respecting the moral and social 
influence of that territorial arrange- 
ment, which may be looked upon as 
established, either by the reason of the 
case, or by the facts and authorities 
cited in the preceding chapter. 

The reader new to the subject must 
have been struck with the powerM 
impression made upon all the wit- 
nesses to -whom I nave referred, by 
what a Swiss statistical writer calls 
the “almost superhuman industry’^ of 
peasant proprietors.'^ On this point, 
at least, authorities are unanimous. 
Those who have seen only one country 
of peasant properties, always think the 
inhabitants of that country the most 
industrious in the world. There is as 
little doubt among observers, with 

* The Canton Schafflicmm QoQiovQ quoted), 
p. 63. 


what feature in the condition of tho' 
•peasantry this pre-eminent industry is 
conuected. It is “ the magic of pro- 
perty,” which, in the words of Arthim 
Tonng, “ turns sand into gold.” The 
idea of property does not, however, 
necessarily imply that there should he 
no rent, any more than that there 
shonld be no taxes. It merely implies 
that the rent should be a fixed charge, 
not liable to be raised against the pos- 
sessor by his own improvements, or hj 
the will of a landlord. A tenant at a 
quit-rent is, to all intents and puiposes, 
a proprietor ; a copyholder is not less 
so than a freeholder. What is wanted, 
is permanent possession on fixed terms. 
“ Grive a man the secure possession of 
a bleak rock, and he will turn it into 
a garden ; give him a nine years’ lease 
of a garden, and he will convert it 
into a desert.” 

The details which have been cited, 
and those, still more minute, to he 
found in the same authorities, con- 
cerning the habitually elaborate eys* 
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tern of cultivatioii, and tlie thousand 
devices of tlie peasant proprietor for 
making every superfluous hour and 
odd moment instrumental to some in- 
crease in the future produce and value 
of the land, will explain what has been 
said in a previous chapter^ respecting 
the far larger gross produce which, 
with anything like parity of agricul- 
tural knowledge, is obtained, from the 
same quality of soil, on small farms, 
at least when they are the property of 
the cultivator. The treatise on- “Flem- 
ish Husbandry” is especially instruc- 
tive respecting the means by which 
untiring industry does more than out- 
weigh inferiority of resources, imper- 
fection of implements, and ignorance 
of scientific theories. The peasant 
cultivation of Flanders and Italy is 
affirmed to produce heavier crops, in 
equal circumstances of soil, than the 
best cultivated districts of Scotland 
and England. It produces them, no 
doubt, with an amount of labour 
which, if paid for hy an employer, 
would make the cost to him more than 
equivalent to the benefit ; but to the 
peasant it is not cost, it is the devotion 
of time which he can spare, to a fa- 
vourite pursuit, if we should not 
rather say a ruling passion.f 

* Supra, Book i. ch. iK. § 4. 

t Read the graphic description by the his- 
torian Michelet, of the feelings of a peasant 
proprietor towards his land. 

“If we would know the inmost thought, 
the passion, of the French peasant, it is very 
easy. Let us walk out on Sunday into the 
country and follow him. Behold him yonder, 
walking in front of us- It is two o’clock j 
his wife is at vespers; he has on his Sunday 
clothes; I perceive that he is going to visit 
his mistress. 

“ What mistress ? His land. 

“I do not say he goes straight to it. No, he 
is free to-day, and may either go or not. Dioes 
he not go every day in the week ? Accord- 
ingly, he turns aside, he goe.s another way, he 
has business elsewhere. And yet— he goes. 

“ It is true, he was passing close by ; it was 
an opportunity. He looks, but apparently 
he will not go in ; what for? And yet— he 
enters. 

“At least it is probable that he will not 
work ; he is in his Sunday dress : he has a 
clean shirt and blouse. Still, there is no 
harm in plucking up this weed and throwing 
out that stone. There is a stump, too, which 
is in the way ; but he has not Ms tools with 
him, he will do it to-morrow. 

Then he folds bisanns and gazes, serious 


We have seen, too, that it is not 
solely hy superior exertion that the 
Flemish cultivators succeed in ob- 
taining these brilliant results. The 
same motive which gives such inten- 
sity^ to_ their industry, placed them 
earlier in possession, of an amount of 
agricultural knowledge not attained 
until much later in countries where 
agi-iculture was carried on solely by 
hired labour. An equally high testi- 
mony is borne by M. de Lavergne-'^ 
to the agiicultural skill of the small 
proprietors, in those parts of France 
to which petite culture is really 
suitable. “In the rich plains of 
Flanders, on the banks of the Rhine, 
the Garonne, the Gharente, the Rhone, 
all the practices which fertilize the 
land and increase the productiveness 
of labour are known to the very 
smallest cultivators, and practised by 
them, however considerable may be the 
advances which they require. In their 
hands, abundant manures, collected at 
great cost, repair and incessantly in- 
crease the fertility of the soil, in spite 
of the activity of cultivation. The 
races of cattle are superior, the crops 
magnificent. Tobacco, flax, colza, 
madder, beetroot, in some places ; in 
others, the vine, the olive, the plum, 
the mulberry, only yield their ahun- 
daht treasures to a population of in- 
dustrious labourers. Is it not also to 
the petite cuUicre that we are indebted 
for most of the garden produce ob- 
tained hy dint of great outlay in the 
neighhom’hood of Paris ?” 

§ 2. Another aspect of peasant 
properties, in which it is essential that 
they should he considered, is that of 
an instrument of popular education. 
Books and schooling are absolutely 
necessary to education ; but not all- 
sufficient. The mental faculties will 

and careful. He gives a long, a very long 
look, and seems lost in thought. At last, if 
he thinks himself observed, if he sees apasser- 
by, he moves slowly away. Thirty paces 
off he stops, turns round, and casts on his 
land a last look, sombre and profound, but 
to those who can see it, the look is full of 
passion, of heart, of devotion.” — The Teo^gley 
by J. Michelet, Part i. ch. 1. 

* Tismy on the Buval Economy of Bngland 
Sootland^and Ireland^ 3rd ed. p. 127. 
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“be most developed wliere they are most 
exercised ; and what gives more exer- 
cise to them than the having a multi- 
tude of interests, none of which can 
he neglected, and which can he pro- 
vided for only by varied efforts of will 
and intelligence? Some of the dis- 
paragers of small properties lay great 
stress on the cares and anxieties which 
beset the peasant proprietor of^ the 
Ehineland or Inlanders. It is precisely 
those cares and anxieties which tend 
to mate him a superior being to an 
English day-labourer. It is, to be sure, 
rather abusing the privileges ^of fair 
argument to represent the condition of 
a day-labourer as not an anxious one. 
I can conceive no circumstances in 
which he is free from anxiety, where 
there is a possibility of being out of 
employment ; unless he has access to 
a profuse dispensation of parish pay, 
and no shame or reluctance in de- 
manding it. The day-labourer has, in 
the existing state of society and popu- 
lation, many of the anxieties which 
have not an invigorating effect on the 
mind, and none of those which have. 
The position of the peasant proprietor 
of Tlanders is the reverse. Prom the 
anxiety which chills and paralyses — 
the un certainty of having food to eat 
— i'&w persons are more exempt : it 
requires as rare a concurrence of cir- 
cumstances as the potato failure com- 
bined with an universal bad harvest, to 
bring him wdthin reach of that danger. 
His anxieties are the ordinary vicissi- 
tudes of more and less ; his cares are 
that he takes his fair share of the 
business of life ; that he is a free 
human being, and not perpetually a 
child, which seems to he the approved 
condition of the labouring classes ac- 
cording to the prevailing philanthropy. 
He is no longer a being of a different 
order from the middle classes ; he has 
pursuits and objects like those which 
occupy them, aird give to their intel- 
lects the neatest part of such cultiva- 
tion as they receive. If there is a 
first principle in intellectual education, 
it is this— that the discipline which 
does good to the mind is that in which 
the mind is active,^ not that in which 
it is passive.’ The* secret for develop- 
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ing the faculties is to give them much 
to do, and much inducement to do it. 
This detracts nothing from the imjDor- 
tance, and even necessity, of other 
kinds of mental cultivation. The pos- 
session of property will not prevent the 
peasant from being coarse, selfish, and 
narrow-minded. These things depend 
on other influences, and other kinds of 
instruction. But this great stimulus 
to one kind of mental activity, in no 
way impedes any other means of in- 
tellectual development. On the con- 
trary, by cultivating the habit of 
turning to practical use every frag- 
ment of knowledge acquired, it helps 
to render that schooling and reading 
fruitful, which without some such aux- 
iliary influence are in too many cases 
like seed thrown on a rock. 

§ 3. It is not on the intelligence 
alone that the situation of a peasant 
proprietor exercises an improving im 
nnence. It is no less propitious to the 
moral virtues of prudence, temperance, 
and self-control. Day-labourers, where 
the labouring class mainly consists of 
them, are usually improvident; they 
spend carelessly to the full extent of 
their means .and let the future shift 
for itself. This is so notorious, that 
many persons strongly interested in 
the welfare of the labouring classes, 
hold it as a fixed opinion that an in- 
crease of wages would do them little 
good, unless ^accompanied by at least 
a corresponding improvement in their 
tastes and habits. The tendency of 
peasant proprietors, and of those who 
hope to become proprietors, is to the 
contrary extreme ; to take even too 
much thought for the morrow. They 
are oftener accused of penuriousness 
than pf prodigality. They deny them- 
selves reasonable indulgences, and live 
wretchedly in order to economize. In 
Switzerland almost everybody saves, 
who has any means of saving; the 
case of the blemish fiirmers has been 
already noticed: among the French, 
though a pleasure-loving and reputed 
to he a self-indulgent people, the spirit 
of thrift is difiused through the rural 
population in a manner most gratifying 
as a whole, and which in individual 
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iastaiices errs rather on the side of ex- 
cess than defect. Among those who, 
from the hovels in which they Hve, and 
the herbs and roots which constitute 
their diet, are mistaken hj travellers 
for proofs and specimens of general 
indigence, there are hiimhers who have 
hoards in leathern hags, consisting of 
sums in five-frano pieces, which they 
keep by them perhaps for a whole gene- 
ration, unless brought out to he expen- 
ded in their most cherished gratification 
•—the purchase of land. If there is a 
moral inconvenience attached to a 
state of society in which the peasantiy 
have land, it is the danger of their 
heing too careful of their pecuniary 
concerns ; of its making them crafty, 
and “calculating” in the ohjectionahle 
sense. The French peasant is no 
simple countryman, no downright 
“peasant of the Danube:”* both in 
fact and in fiction he is now “the 
crafty peasant.” That is the stage 
which he has reached in the progres- 
sive development which the constitu- 
tion of things has imposed on human 
intelligence- and human emancipation. 
But some excess in this direction is a 
small and a passing evil compared 
with recklessness and improvidence in 
the labouring classes, and a cheap price 
to pay tor the inestimable worth of the 
virtue of self-dependence, as the gene- 
ral characteristic of a people : a virtue 
which is one of the first conditions of 
excellence in a human character — the 
stock on which if the other virtues are 
not grafted, they have seldom any firm 
root ; a quality indispensable in the 
case of a lahouring class, even to any 
tolerable degree of physical comfort; 
and by wdiich the peasantry of France, 
and pf most European countries of 
peasant proprietors, are distinguished 
beyond any other labouring population. 

§ 4. Is it likely, that a state of eco- 
nomical relations so conducive to fra- 
gality and prudence in every other 
respect, should be prejudicial to it in 
the cardinal point of increase of popu- 
lation ? Tliat it is so, is the opinion 
expressed by most of those English 
political economists who have written 
anything about the matter. Mr. 

*Sce the celebrated fable of La Fontaine. 


McCulloch’s opinion is well known, 
Mr. Jones affirms,* that a “peasant 
population, raising their own wages 
from the soil, and consuming them in 
kind, are universally acted upon very 
feebly by internal checks, or by mo- 
tives disposing them to restraint. The 
consequence is, that unless some ex- 
ternal cause, quite independent of their 
will, forces such peasant cultivators to 
slacken their rate of increase, they 
will, in a limited territory, very rapidly 
approach a state of want and penury, 
and will he stopped at last only by 
the physical impossibility of procuring 
subsistence.” lie elsewhere f speaks 
of such a peasantry as “ exactly in the 
condition in which the animal dis- 
position to increase their numbers is 
cbecked by the fewest of those ba- 
lancing motives and desires which 
regulate the increase of superior ranks 
or more civilized people.” The 
“ causes of this peculiarity” Mr. 
Jones promised to point out in a sub- 
sequent work, which never made its 
appearance. I am totally unable to 
conjecture from what theory of human 
nature, and of the motives which in- 
fluence. human conduct, he would have 
derived them. Arthur Young assumes 
the same “peculiarity” as a fact; 
hut, though not much in the habit 
of qualifying his opinions, he does not 
push Ms doctrine to so violent an 
extreme as Mr. Jones; having, as we 
have seen, himself testified to various 
instances in which peasant populations, 
such as Mr. Jones speaks of, were not 
tending to “a state of want and 
penury,” and were in no danger what- 
ever of coming in contact with “phy- 
sical impossibility of procuring sub- 
sistence.” 

That there should be discrepancy of 
experience on this matter, is easily to 
he accounted for. Whether the labour- 
ing people live by land or by wages^ 
they have always hitherto multiplied 
up to the limit set by their habitual 
standard of comfort. When that 
standard was low, not exceeding a 
scanty subsistence, the size of pro- 
perties, as well as the rate of wmges, 

* on the Distribution of Wealth, 
p. 146. 

t Ibid. p. 68. 
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lias been kept (Joto to wbat would 
barely support life. Extremely low^ 
’deas of what is neGessary for sub- 
sistence, are perfectly compatible with 
easant properties ; and if a people 
ave always been used to poverlyj 
and habit has reconciled them to it, 
there will be over-population, and ex- 
cessive subdivision ot land. But this 
is not to the purpose. The true q;ues- 
tion is, supposing a peasantry to pos- 
sess land not insufficient but sufficient 
for their comfortable support, are they 
more, or less, likely to tall from^this 
state of comfort through improvident 
multiplication, than if they were living 
in an equally comfortahle manner as 
hii'ed labotu'ersr* All a priori con- 
siderations are in favour of their being 
less likely. The dependence of wages 
on population is a matter of specu- 
lation and discussion. That wages 
would tall if population were mnch in- 
creased is often a matter of real donbt, 
and always a thing which requires 
some exercise of the thinking faculty 
for its intelligent recognition. But 
every peasant can satisfy himself from 
evidence which he can fully appre- 
ciate, whether his piece of land can he 
made to support several families in the 
same comfort in which it supports one. 
Eew people like to leave to their 
children a worse lot in life than their 
own. The parent who has land to 
leave, is perfectly able to judge whether 
the children can live upon it or not : 
but people who . are supported by 
wages, see no reason why their sons 
should he unable to support themselves 
in the same way, and trust, accordingly 
to chance. “ In even the most useful 
and necessary arts and manufaetures,” 
says Mr. ^Laing,* “the demand for 
labourers is not a seen, known, steady, 
and appreciable demand: bnt it is so 
in husbandry,” under small properties. 
“The labour to be done, the subsist- 
ence that labour wiU produce out of 
his portion of land, are seen and known 
elements in a man’s calculation upon 
his means of subsistence. Can his 
square of land, or can it not, subsist a 
family? Can he marry or not? are 
questions which every man can answer 
without delay, doubt, or speculation. 

* I^otes 0/ a Traveller, iG, 
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It is the depending 'on chance, where 
judgment has nothing clearly set before 
it, that causes reckless, improvident 
marriages in the lower, as in the 
higher classes, and produces among us 
the evils of over-population ; and chance 
necessarily enters into every man’s 
calculations, when certainty is removed 
altogether; as it is, where certain sub- 
sistence is, by our distribution of pro- 
perty, the lot of hut a small portion 
instead of about two-thirds of the 
people.” 

There never has been a writer more 
keenly sensible of the evils brought 
upon the labouring classes by excess 
of population, than Sismondi, and this 
is one of the grounds of his earnest 
advocacy of peasant properties. He 
had ample opportunity, in more coun- 
tries than one, for judging of their 
effect on population. Let us see his 
testimony. “ In the conntries in which 
cultivation by small proprietors still ' 
continues, population increases regu- 
larly and rapidly until it has attained 
its natural limits ; that is to say, inhe- 
ritances continue to be divided and 
subivided among several sons, as long 
as, by an increase of labour, each 
family can extract an equal income 
from a smaller portion of land. A 
father who possessed a vast extent of 
natural pasture, divides it among his 
sons, and they turn It into fields and 
■meadows; his sons divide it among 
their sons, who abolish fallows : each 
improvement in agricultural knowledge 
admits of another step in the sub- 
division of property. But there is no 
danger lest the proprietor should bring 
up his- children to make beggars of 
them. He knows exactly what inhe- 
ritance he has to leave them ; he 
knows that the law will divide it 
equally among them ; he sees the 
limit beyond which this division would 
make them descend from the rank 
which he has himself filled, and a just 
family pride, common to the peasant 
and to the nobleman, makes him ab- 
stain from summoning into life, children 
for whom lie cannot properly provide. 
If more are born, at least they do not 
many, or they agree among themselves, 
which of several brothers shall per- 
petuate the family. It is not found 
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tliat in tlie Swiss Cantons, the patri- 
monies of the peasants are ever so 
divided as to reduce them below an 
honourable competence; though the 
habit of foreign service, by opening to 
the children a career indefinite and 
uncalcnlable, sometimes calls forth a 
superabundant population,” * 

There is similar testimony respect- 
ing Korway. Though there is no law 
or custom of primogeniture, and no 
manufactures to take off a surplus 
population, the subdivision of property 
is not carried to an injurious extent. 
‘‘The division of the land among 
children,’^ says Mr. Laing,f “appears 
not, during the thousand years it has 
been in operation, to have had the 
effect of reducing the landed pro- 
perties to the minimum size that will 
barely support human existence. I 
have counted from five-and-twenty to 
forty cows upon farms, and that in 
a country in which the farmer must, 
for at least seven months in the year, 
have winter provender and houses pro- 
vided for all the cattle. It is evident 
that some cause or other, operating on 
aggregation of landed property, coun- 
teracts the dividing effects of partition 
among children. That cause can be 
no other than what I have long con- 
jectured would be effective in such 
a social arrangement;^ viz. that in 
a country where land is held, not in 
tenancy merely, as in Ireland, but 
in full ownership, its aggregation by 
the deaths of co-heirs, and by the 
marriages of the female heirs among 
the body of landholders, will balance 
its subdivision by the equal succession 
of children. The whole mass of pro- 
pei’ty will, I conceive, be found in such 
a state of society to consist of as many 
estates of the class of lOOOZ., as many 
of lOOZ., as many of lOZ., a year, at 
one period as at another.” That this 
should happen, supposes diffused 
through society a very efficacious pru- 
dential check to population : and it is 
reasonable to give part of the credit 
of this prudential restraint to the pecu- 
liar adaptation of the peasant-proprie- 
tary system for fostering it. 

* Noiweaux FHncipes^ Book ill. ch. 3. 
t JResidence in Norway t p. 18. 


“ In some paff s of Switzerland,” 
says Mr. Kaj,* “ as in the canton of 
Argovie for instance, a peasant never 
marries before he attains the age of 
twenty-five years, and generally nmch 
later in life ; and in that canton the 
women very seldom marry before they 
have attained the age of thirty. . . . 
Nor do the division of land and the 
cheapness of the mode of conveying it 
from one man to another, encourage 
the providence of the labourers of the 
rural districts only. They act in the 
same manner, though perhaps in a 
less degree, upon the labourers of the 
smaller towns. In the smaller pro- 
vincial towns it is customary for a 
labourer to own a small plot of gmuiid 
outside the town. This plot he cul- 
tivates in the evening as his kitchen 
garden. He raises in it vegetables 
and fruits for the use of his fiimily 
during the winter. After his day’s 
work is over, he and his family repair 
to the garden for a short time, which 
they spend in planting, sowing, weed- 
ing, or preparing for sowing, a harvest, 
according to the season. The desire 
to become possessed of one of these 
gardens operates very strongly in 
strengthening prudential habits and , 
in restraining improvident marriages. 
Some of the manufacturers in the 
canton of Argovie told me that a 
townsman was seldom contented until, 
he had bought a gai'den, or a garden 
and house, and that the town labom'crs 
generally deferred their marriages for 
some years, in order to save enough 
to purchase either one or both of these 
luxuries.” 

The same writer shows by statistical 
evidence f that in Prussia the average 
age of maiTiage is not only much later 
than in England, but “is gradually 
becoming later than it was formerly,” 
while at the same time “ fewer illegiti- 
mate children are born in Prussia than 
in any other of the European couii- 
tries.” “ Wherever I travelled,’’ says 
Mr. Kay, f “in North Germany and 
Switzerland, I was assured by^all that 
the desire to obtain land, which Ivaa 
felt by all the peasants, was acting as 

* Vol. i, pp. 67-9. 
t Ibid, pp. 75^9. i Ibid. p. 9Q. 
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the strongest possible check upon 
undue increcase of population.’ ’ 

In Flanders, according to Mr. 
Fauclie, the British Consul at Ostend,f 
“farmer’s sons and those who have the 
means to become farmers will delay 
their marriage until they get posses- 
sion of a farm.” Once a farmer, the 
next object is to become a propnetor. 

The (ii’st thing a Dane does with his 
savings,” says Mr. Browne, the Consul 
at Copenhagen, J “is to purchase a 
clock, then a horse and cow, which he 
hires out, and which pays a good 
interest. Then his ambition is to 
become a petty proprietor, and this 
•class of persons is better oif than any 
in Denmark. Indeed, I know of’ no 
people in any country who have more 
easily within their reach all that is 
really necessary for life than this class, 
which is very large in comparison with 
that of labourers.” 

But the experience which most de- 
cidedly contradicts the asserted ten- 
dency of peasant proprietorship to 
produce excess of population, is the 
case of France. In that country the 
experiment is not tried in the most 
favourable circumstances, a large pro- 
portion of the properties being too 
small. The number of landed pro- 
prietors in France is not exactly as- 
certained, hut on no estimate does it 
fall much short of five millions ; which, 
on the lowest calculation of the number 
of persons of a family (and for France 

* The Prussian minister of statistics, in a 
work {Condition, of the Feople in Frmsia) 
which I am obliged to quote at second 
hand from Mr. Kay, after proving by figures 
the great and progressive increase of the 
consumption of food and clothing per 
head of the population, from ’which he justly 
infei’s a corresponding increase of the pro- 
ductiveness of agriculture, continues : ** The 
division of estates has, since 1831, proceeded 
more and more throughout the country. 
There are now many more small independent 
proprietors than formerly. Yet, however 
many complaints of pauperism ax*e heard 
among the dependent labourers, we never 
hear it complained that pauperism is in- 
creasing among the peasant proprietors.” — 
Kay, i. 262-6. 

t In a communication to the Commission- 
ers of Poor Law Enquiry, p. 640 of their 
Foreign Communications, Appendix F to 
^eir First Keport. 

J Ibid. 268. 

P. E. 


it ought to he a low calculation), shows 
much more than half the population 
as either possessing, or entitled to in- 
herit, landed property. A majority of 
the properties are so small as not to 
afford a subsistence to the proprietors, 
of whom, according to some compu- 
tations, as many as three millions are 
obliged to eke out their means of sup- 
port either by v/orking for hire, or by 
taking additional land, generally on 
metayer tenure. When the property 
possessed is not sufficient to relieve 
the possessor from dependence on 
wages, the condition of a proprietor 
loses much of its characteristic efficacy 
as a check to over-population: and if 
the prediction so often made in Eng- 
land had been realized, and France 
had become a “pauper warren,” the 
experiment would have proved nothing 
against the tendencies of the same 
system of agricultural economy in 
other circumstances. But what is the 
fact ? That the rate of increase of 
the French population is the slowest 
in ^Europe. During the generation 
which the Revolution raised from the 
extreme of hopeless wretchedness to 
sudden abundance, a great increase of 
population took place. But a gene- 
ration has grown up, which, having 
been born in improved circumstances, 
has not learnt to be miserable ; and 
upon them the spirit of thrift operates 
most conspicuously, in keeping the 
increase of population ’within the in- 
crease of national wealth. In a table, 
dravm up by Professor Rau,*» of the 

The following is the table (see p. 168 of 
the Belgian translation of Mr. Eau’sTarge 
work) ; 

. , Percent, 

United States .... 1S20-30 , . 2*92 
Hungary (according to Rohrer) . . . 2*40 
England . . . . . 1811-21 . . 1-78 

. T, ' . - . . . 1821-31 . . 1-60 

Austria (Rohrer) 1'30 

Prussia . . . . . . 1816-27 . . 1-54 

»» • . . • . . 1820-30 . . 1*37 

« ...... lS21-3’i . . 1-27 

Netherlands .... 1821-28 . . 1*28 

Scotland , . ... 1821-31 . . 1*30 

Saxony . . . . . . 1815-30 . . 1*15 

Baden ... . 1820-30 ( Heunisch) 1*13 

Bavaria . . . . . . 1814-28 . . 1-OS 

Naples . . . . . . 1814-24 . . 0-83 

France .... 1817-27 (Matlueu) 0-63 

and more recently (Moreau de Jonnes) 0-55 
But the number given by Moreau de 
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rate of anntial increase of tlie popula- 
tions of various countries, that of 
Prance, from 1817 to 1827, is stated at 
tItV cent, that of England during 
a similar decennial period being 1^ 
annually, and that of the United States 
nearly 3. According to the official 
returns as analyzed by M. Legoyt,* 
the increase of the population, "which 
from, 1801 to 1806 vas at the rate of 
1'28 per cent annually, averaged only 
0*47 per cent from 1806 to 1831 ; from 
1831 to 1836 it averaged 0'60 per 
cent; from 1836 to 1841, 0*41 per 
cent, and from 1841 to 1846, 0*68 per 

Joim&s, he adds, is not entitled to implicit 
oonMence, . 

The following table given by M. Q,ue- 
telet (O’j'i Man and the Demloj^meni of his 
^acitlties^ vol. i. cb. 7), also on the au- 
ihority of Eau, contains additional matter, 
hnd differs in some itenas from the preced- 
Ing, probably from the author’s having 
'iaken, in those cases, an average of dit- 
ferent years: 


Per cent. 

Ireland. . . . • . . 2*45 

Hungary ...... 2*40 

Spain ....... 1’66 

England . . . . . . 1*65 

Bhenish Prussia . . , . 1*33 

Austria 1*30 

Bavaria 1*08 

Netherlands 0*94 

Naples ....... 0*83 

France . . . . . . . 0-63 

• Sweden 0*53 

Lombardy ...... 0*45 


A very carefully prepared statement, 
by M. Legoyt, in the Journal des EJoono- 
misies for May 1847, which brings up the 
results for France to the census of the pre- 


cent.f At the census of 1851 the 
rate of annual in crease shown was 
only 1*08 per cent in the five years, 
or 0*21 annually; and at the census 
of 1856 only 0‘71 per cent in five 
years, or 0*14 annually; so, that, in 
the words of M. de Lavergiie, “ popu- 
lation has almost ceased to increase 
in France.”! Even this slow increase 
is wholly the effect of a diminution of 
deaths ; the number of births not in- 
creasing at all, while the proportion 
of the births to the population is con- 
stantly diminishing.§ This slow growth 
of the numbers of the people, while 


ceding year 1846, is summed up in the fol- 
lowing table : 





o 



0? 

"'S ^ i 

bo S a 

.S § ■§ 

*0 X W a> 

_ 


i-ss 




<i ' 

% 



Per "^ent. 

Per cent. 

Sweden . . . 


0*83 

1*14 

Norway. . . 


1*36 

1*30 

Denmark . . 


... 

0*95 

Eussia . . « 



0*61 

Austria . , . 


0*85 

0*90 

Prussia . . , 


1*84 

1*18 

Saxony . . , 


1*45 

0*90 

Hanover . . 


... 

0*85' 

Bavaria . . . 



0*71 

Wurtemberg . 


o]oi 

3*00' 

Holland . . . 


0*90 

1*03 

Belgium . . 
Sardinia . , 


1*08 

0*76 

Great Britain (ex- 
elusive, of Ireland) 

j 1*95 

1*00 

France , . . 


0*68 

0-.50 

United States 

. . 

3*27 

... 


* Joi,irnal des lEcononiistes for March and 'M.aj l84i7. 

t M. Legoyt is of opinion that the population was understated in 1841, and the increase 
between that time and 1846 consequently ovei’stated, and that the real increase during 
the whole period was something intermediate between the last two averages, or not much 
more than one in two hundi*ed. 

X Journal des Hconomistes for February 1847. In the Journal for January 1865, M. 
Legoyt gives some of the numbers slightly altered, and, I presume, corrected. The 
series of percentages is 1*28, 0’3l, 0*69, 0*60, 0*41, 0*68, 0*22, and 0*20. The last census, 
that of 1861, shows a slight reaction, the percentage, independently of the newly acquired 
departments, being 0’32. 

§ The following are the numbers given by M. Legoyt : 

From 1824 to 1828 annual number of births 981,914, being 1 in 32*30 of the population. 

„ 1829 to 1833 „ „ 965,444, „ 1 in 34*00 „ „ 

„ 1834 to 1838 „ „ 972,993, „ 1 in 34*39 „ 

„ 1839 to 1843 „ „ 970,617, „ 1 in 35 **27 „ „ 

„ 1844 & 1845 „ „ 983,573, „ 1 in 35*58 „ „ 

In the last two years the births, according to M. Legoyt, were swelled by the effects of 
aconsiderable immigration. *' This diminution ofbirtbs,” he observes, “ while there is acoii- 
stant, though not arapid increase both of population and of marriages, can only be attributed 
to the progress of prudence and forethought in families. It was a foreseen consequence of 
our civil and social institutions, which, producing a daily increasing subdivision of fortunes. 
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capital increases mncli more rapidly, 
has caused a noticeable improvement 
ill the condition of the labouring class. 
The circumstances of that portion of 
the class who are landed proprietors 
are not easily ascertained with preci- 
sion, being of course extremely vari- 
able : but the mere labourers, who 
derived no direct benefit from the 
changes in landed property which took 
place at the Revolution, have unques- 
tionably much improved in condition 
since that period.*^ Dr. Ran testifies 

both landed and moveable, caE forth in onr 
people the instincts of conservation, and of 
comfort.*^ 

In four departments, among which 
are two of the most thriving in Nor- 
mandy,* the deaths even then exceeded the 
births. The census ^of 1856 exhibits the re- 
markable fact of a positive diminution in the 
population of 54 out of the 86 departments. 
A significant comment on the pauper- warren 
theory. See M. de Lavergne’s analysis of 
the returns. 

“ The classes of our population which 
have only wages, and are therefore the most 
exposed to indigence, are now (1846) much 
better provided with the necessaries of food, 
lodging, and clothing, than they were at the 
beginning of the century. This may be 
proved by the testimony of all persons who 
can remember the earlier of the two periods 
compared. Were there any doubts on the 
subject, they might easily he dissipated by 
consulting old cultivators and workmen, as 
I have myself' done in various localities, with- 
out meeting with a single contrary testimony ; 
we may also appeal to the facts collected by 
an accurate observer,. M. Villerme, in his 
Picture of the Moral and Physical Condition 
of the Working Classes, book ii. cli. 1.” 
(Eesearches on the Causes of Indigence, by A. 
element, pp. 84-6.) The same writer speaks 
(p. IIS) of “the considerable rise which has 
taken place since 1789 in the wages of agri- 
cultural day-labourers ;'' and adds the fol- 
lowing evidence of a higher standard of 
habitual requirements, even in that portion 
of the town population, the state of which 
is usually represented as most deplorable. 
*• In the last fifteen or twenty years a con- 
siderable change has taken place in the habits 
of the operatives in our manufacturing 
towns : they now expend much more than for- 
merly on clothing and ornament. . . . Certain 
classes of workpeople, such as the canuts of 
Lyons, ” (according to all representations, 
like theircounterpart, our handloom weavers, 
the very worst paid class of artizans,) “ no 
longer show themselves, as they did formerly, 
covered with filthy rags.” (Page 164.) 

The preceding statements were given in 
former editions of this work, being the best 
to which I had at the time access ; but evi- 
dence, both of a more recent, and of a more 
minute and urecise character, will now be 


to a siirdlar fact in the case of another 
countiy in wMch the subdivision of 
the land is probalfij excessive, the 
Palatinate.* 

I am not aware of a single anthentic 
instance which supports the assertion 
that rapid multiptication is promoted 
by peasant properties. Instances m ay 
undoubtedly be cited of its not being 
prevented by them, and one of the 
principal of these ^ is Belgium ; the 
prospects of which, in respect to popu- 
lation, are at present a ma tter of con- 
found in the important work of M. Leonee 
de Lavergne, Eural Heonomg of France shice 
17S9. According to that painstaking, well- 
informed, and most impartial enquirer, the 
average daily wages of a French labourer 
have risen, since the commencement of the 
Revolution, in the ratio of 19 to 30, while, 
owing to the more constant employment, the 
total earnings have increased in a still greater 
ratio, not short of double. The following 
are the statements of M. de Lavergne (Snd 
ed. p. 57) : 

“ Arthur Young estimates at 19 sous [9^£?. | 
the average of a day's wages, which must 
now be about 1 franc SO centimes [1«. 
and this increase only represents a part of 
the improvement. Though the rural popu- 
lation has remained about the same in num- 
bers, the addition made to the population 
since 1789 having centred in the towns, the 
number of actual working dayshas increased, 
first because, the duration of life having 
augmented, the number of able-bodied men 
is greater, and next, because labour is better 
organized, partly through the suppression of 
several festival-holidays, partly by the mere 
effect of a more active demand. When we 
take into account the increased number of 
his w'orking days, the annual receipts of the 
rural wmrkman must have doubled. This 
augmentation of wages answers to at least 
an equal augmentation of comforts, since the 
prices of the chief necessaries of life have 
changed but little, and those of manufac- 
tured, for example of woven, articles, have 
materially diminished. The lodging of the 
labourers has also improved, if not in all, 
at least in most of our provinces.” 

M. de Lavergiie’s estimate of the average 
amount of a day’s wages is grounded on a 
careful comparison, in this and ail other 
economical points of view, of all the difibrent 
provinces of France. 

* In bis little book on the Agriculture of 
the Palatinate, already cited. He says that 
the daily wages of labour, which during the 
last years of the war were unusually high, 
and so continued untiri817, afterwards saiik 
to a lower money-rate, but that the prices 
of many commodities having fallen in a still 
greater proportion, the eonuition of the peo- 
ple was unequivocally improved. The food 
given to farm labourers by their employers 
has also greatly improved in quantity and 

N 2 
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siderable uncertainty. Belginm lias 
the most rapidly increasing population 
on the Continent; and when the cir- 
cumstances of the country require, as 
they must soon do, that this rapidity 
should he cheched, there will be a con- 
siderable strength of existing habit to 
be broken through. One of the un- 
iavourable circumstances is the great 
power possessed over the minds of 
the people by the Catholic priesthood,- 
whose influence is everywhere strongly 
exerted against restraining population. 
As yet, however, it must he remem- 
bered that the indefatigable industry 
and great agricultural skill of the 
people have rendered the existing 
rapidity of increase practically inno- 
cuous ; the great number of large es- 
tates still undivided afibrding by their 
gradual dismemberment, a resource for 
the necessary augmentation of the 
gross produce ; and there are, besides, 
many large manufacturing towns, and 
mining and coal districts, which attract 
and employ a considerable portion of 
the annual increase of population. 

§ 5 . But even where peasant pro- 
perties are acGomjoaiiied by an excess 
of numbers, this evil is not necessarily 
attended with the additional econo- 
mical disadvantage of too great a sub- 
division of the laud. It does not follow 
because landed property is minutely 
divided, that farms will be so. As 
large properties are perfectly com^ 
patible with small firms, so are small 
properties with farms of an adequate 
size ; and a subdivision of occupancy is 
not an inevitable consequence of even 
undue multiplication among peasant 

quality- It is now considerably better than 
about tbrty years ago, when the poorer class 
obtained less flesh-meat and puddings, and, 
no cheese, butter, and the like.** (p. 20.) 
“ Such an increase of wages’* (adds the Pro- 
fessor) “ which must be estimated not in 
money, but in the quantity of necessaries 
and conveniences which the labourer is ena- 
bled to px’ocure, is, by universal admission, a 
proof that the mass of capital must have in- 
creased.” It proves not' only this, but also 
that the labouring population has not in- 
creased in an equal degree j and that, in this 
instance as well as in France,, the division of 
the land, even when, excessive, has been 
compatible with a strengtliening of the pru- 
idential checks to population. 


proprietors. As might be expected 
from their ^admirable intelligence in 
things relating to their occupation, the 
Flemish peasantry have long learnt 
this lesson. “ The habit of not divid- 
ing properties,” says Dr. Ean,* “ and 
the opinion that this is advantageous, 
have been so completely preserved in 
Flanders, that even now, when a 
peasant' dies leaving several children, 
they do not think of dividing his 
patrimony, though it he neither en- 
tailed nor settled in trust ; thejr prefer 
selling it entire, and sharing the pro- 
ceeds, considering it as a jewel which 
loses its value when it is divided.” 
That the same feeling must prevail 
widely even in France, is shown by 
the great frequency of sales of land, 
amounting in ten yfears to a fourth 
port of the whole soil of the country ; 
and M. Passy, in Ms tract “ On iiie 
Changes in the Agricultural Condition 
of the Department of the Eure since 
the year 1800 , ”f states other facts 
tending to the same conclusion. ‘‘ The 
example,” says he, “ of this department 
attests that there does not exist, as some 
vTiters have imagined, between the 
distribution of property and that of 
cultivation, a connexion which tends 
invincibly to assimilate them. In no 
portion of it have changes of owner- 
ship had a perceptible influence on 
the size of holdings. While, in dis- 
tricts of small farming, lands belong- 
ing to the same owner are ordinarily 
distributed among many tenants, so 
neither is it uncommon, in places where 
the grande culture prevails, for the 
same farmer to rent the lands of several 
proprietors. In the plains of Vexin, 
in particular, many active and rich 
cultivators do not content themselves 
with a single farm ; others add to the 
lands of their principal holding, all 
those in the neighborhood which 

■* Page 334 of the Brussels translation. He 
cites as an authority, Schwerz, JPapers on 
AgTieultureii, iQh. 

t One of the many important papers which 
have appeared in the Joimial de$ Jslcono~ 
mutes, the organ of the principal political 
economists of Frances, and doing great and 
increasing honour to their knowledge and 
ability. M. Passy’s essay has been reprinted 
separately as a pamphlet. 
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they are aBle to hire, and in this 
manner make up a total extent which 
in some cases reaches or exceeds two 
hundred hectares” (five hundredEng- 
Hsii acres). “The more the estates 
are dismembered, the more frequent 
do this sort of' arrangements become ; 
and as they conduce to the interest of 
all concerned, it is probable that time 
will confirm them.” 

“In some places,” says IVI. de La- 
vergne,*^ “in the neighbourhood of 
Paris, for example, where the advan- 
tages of the grande culture become 
evident, the size of farms tends to in- 
crease, several farms are thrown to- 
gether into one, and farmers enlarge 
their holdings by renting parcelles 
from a number of different proprietors. 
Elsewhere farms as well as properties 
of too great extent, tend to division. 
Cultivation spontaneously finds out the 
organization which suits it best.” It 
is a striking fact, stated by the same 
eminent writer, f that the depariments 
which have the greatest number of 
small separate accounts with the tax- 
collector, are the Nord, the Somme, 
the Pas de Calais, the Seine Infe- 
rieure, the Aisne, and the Oise ; all 
of them among the richest and best 
cultivated, and the first-mentioned of 
them the very richest and best dulti- 
vated, in Prance. 

Undue subdivision, and excessive 
smallness of holdings, are undoubtedly 
a prevalent evil in some countries of 
peasant proprietors, and particularly 
in i)arts of Germany and Prance, The 
go\'ernments of Bavaria and Uassau 
have thought it necessary to impose 
a legal limit to subdivision, and the 
Prussian Government unsuccessfully 
proposed the same , measure to the 
Estates of its Khenish Provinces. But 
I do not tliink it will anywhere be 
found that the petite culture is the 
system of the peasants, and the grande 
cidture that of the great landlords : 

* JRtircd JHconomy ofT'ranee, p. 455, 
t P. 117. See, for facts of a similar ten- 
dency, pp. 141, gSO, and other passagres of the 
same important treatise ; which, on the other 
hand, equally abounds with evidence of the 
mischievous effect of subdivision when too 
minute, or when the nature of the soil and 
of its products is not suitable to it. 


on the contrary, wherever the small 
properties are divided among too many 
proprietors, I believe it to be true 
that the lai'ge properties also are par- 
celled out among too many farmers, 
and that|the cause is the same in botk 
cases, a backward state of capital, 
skill, and agricultural enterprise. Thera 
is reason to believe that the subdivi- 
sion in Prance is not more excessive 
than is accounted for by this cause; 
that it is diminishing, not increasing ; 
and that the terror expressed in some 
quarters at the' progress of the onor- 
cellement, is one of the most ground- 
less of real or pretended panics.* 

If peasant properties have any effect 
in promoting subdivision beyond the 
degree which corresponds to the agri- 

* Mr. Laing, in his latest publication, 
“Observations on the Social and Political 
State of the European People in 1S48 and 
1849,” a book devoted to the glorification of 
England, and the disparagement of every- 
thing elsewhere which others, or even he 
himself in former works, had thought worthy 
of praise, argues that “although the land 
itself is not divided and subdivided” on the 
death of the proprietor, “the value of the 
land is, and with effects almost as prejudicial 
to social progress. The value of each share 
becomes a debt or burden upon the land.” 
Consequently the condition of the agricul- 
tural population is retrograde ; “ each gene- 
ration is worse off than the preceding one, 
although the land is neither less nor more 
divided, nor worse cultivated.” And this he 
gives as tb e explanation of the great indebted- 
ness of the small landed proprietors in 
France (pp. 97-9). If these statements were 
correct, they would invalidate all which Mr. 
Laing affirmed so positively in other writings, 
and repeats in this, respecting the peculiar 
efficacy of the possession of land in pre- 
venting over-population. But he is entirely 
mistaken as to the matter of fact. In the 
only countiT of which he speaks from actual 
residence, Norway, he does not pretend that 
the condition of the peasant proprietors is 
deteriorating. The facts already cited prove 
that in respect to Belgium, Germany, and 
Switzerland, the assertion is equally wide of 
the mark; and what has been shown re- 
specting the slow increase of population in 
France, demonstrates that if the condition 
of the French peasantry was deteidorating, 
it could not be from the cause supposed by 
Mr. Laing. The truth I believe to be that 
in every country without exception, in which 
peasant properties prevail, the condition of 
the people is improving, the produce of the 
land and even its fertility increasing, and 
from the larger surplus which remains after 
feeding the agricultural classes, the towns 
are augmenting both in population and in 
the w^ell-being of their inhabitants. 
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cul teal practices country, and 

■wliicli is ciistomarjT’ on its large estates, 
tile cause must lie in one of the salu- 
tary influences of tlie system; the 
•eminent degree in 'which it promotes 
providence on the part of those who, 
not being yetpeasant proprietors, hope 
to become so. In England, where , the 
agriciilt-aral lahoiirer has no investment 
for his savings hut the savings bank, 
and no position to which he can rise by 
■any exercise of economy, except per- 
haps that of a petty shopkeeper, with its 
■chances of bankruptcy, there is nothing 
•at all resembling the intense spirit of 
thrift which takes possession of one 
who, from being a day labourer, can 
raise himself by saving to the condi- 
tion of a landed proprietor. According 
to almost all authorities, the real cause 
of tliQ morcellemmt is the higher price 
which can he obtained for land by 
selling it to the peasantiy, as an in- 
vestment fir their small accumulations, 
than by disposing of it entire to some 
'rich purchaser who has no object but 
to live on its income without improving 
it- The hope of obtaining such an 
investment is the most powerful of in- 
ducements, to those who are without 
land, to practise the industry, fru- 
gality, and self-restraint, on which their 
success in this object of ambition is 
'■dependent. 

As the result of this enquiry into 
the direct pperation and indirect in- 
fluences of peasant properties, I con- 
ceive it to be established, that there is 
no necessary connexion' between this 
form of landed property and an im- 
perfect state of the arts of production ; 
■that it is favourable in quite as many 
respects as it is unfavourable, to the 
most effective use of the powers of the 
soil; that no other existing state of 
agricultural economy has so beneficial 
an effect on the industry, the intelli- 
gence, the ffugality, and pindence of 
•the population, nor tends on the whole 
so much to discourage, an improvident 
increase of their numbers ; and that 
no existing state, therefore, is on the 
whole so favourable, both to their 


moral and their physical welfare. 
Oornpared with the English system of 
cnltivation by hired labour, it must be 
regarded as eminently beneficial to tho 
labouring class. ^ We are not on the 
present occasion called upon to com- 
pare it with the joint ownership of the 
land by associations of labourers. 

* French history strikin|>ly confirms these 
conclusions. Three times during the course 
of ages the peasantry have been purchasers 
of land; and these times immediately pre- 
ceded the three principal eras of French 
agricultural prosperity. 

“In the worst times/’ says the historian 
Michelet (Tke JPeople, Parti, ch. 1), “the 
times of universal poverty, when even the 
rich are poor and obliged to sell, the poor are 
enabled to buy : no other purchaser pre- 
senting himself, the peasant in rags arrives 
with his piece of gold, and acquires a little 
bit of land. These moments of disaster in 
which the peasant was able to buy land at a 
low-price, have always been followed by a 
sudden gush of prosperity which people could 
not account for. Towards 1500, for example, 
when France, exhausted by Louis XI., 
seemed to be completing its ruin in Italy, the 
noblesse who went to the wars were obliged 
to sell: the land, passing into new hands, 
suddenly began to flourish ; men began to 
labour and to build. This happy moment, 
in the style of courtly historians, was called 
tMe good Louis JCII. 

“ Unhappily it did not last long. Scarcely 
had the land recovered itself when the tax- 
collector fell upon it; the wars of religion 
followed, and seemed to rase everything to 
the ground ; with horrible miseries, dreadful 
famines, in which mothers devoured their 
children. Who would believe that the coun- 
try recovered from this? Scarcely is the war 
ended, when from the devastated fields, and 
the cottages still black with the flames, comes 
forth the hoard of the peasant. He buys ; 
in ten years, France wears a new face ; in 
twenty or thirty, all possessions have doubled 
and trebled in value. This moment, again 
baptized by a royal name, is called the good 
Henry TV, and the greed TtioheliewT 

Of the third era it is needless again to 
speak ; it was that of the Eevolution. 

"Whoever would study tho reverse of the 
picture, may compare these historic periods, 
characterized by the dismemberment of 
large and the construction of small proper- 
ties, with the wide-spread national suflering 
which accompanied, and the permanent de- 
terioration of the condition of the labouring 
classes which followed, the “clearing” away 
of small yeomen to make room for large 
grazing farms, which was the grand econo- 
mical event of English history during the 
sixteenth century* 
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CHAPTER rm. 

OP METAXEES. 


§ 1. Feom the case in which the 
•produce of land and lahoux' belongs 
undivicledly to the labourei’, we proceed 
to the cases in which it is divided, but 
between two classes only, the laboux’ers 
and the landowners ; the character of 
capitalists merging in the one or the 
other, as the case may he. It is pos- 
sible indeed to conceiv'e that thei'e 
might be only two classes of persons 
to share the produce, and that a class 
of capitalists might he one of them ; 
the character of labourer and that of 
landowner being united to form the 
other. This might occur in two ways. 
’The labourers, though owning the 
land, might let it to a tenant, and 
work under him as hired servants. 
But this arrangement, even in the 
very rare cases which could give rise 
to it, would not require any particular 
discussion, since it would not differ in 
any material respect from the thi’ee- 
fold system of labourers, capitalists, 
and landlords. The other case is the 
not uncommon one, in which a peasant 
proprietor owns and cultivates the 
land, hut raises the little capital re- 
quired, by a mortgage upon it. 
Neither doesi this case present any 
important peculiarity. There is but 
one person, the peasant himself, who 
has any right or power of interference 
in the management. He pa;7S a fixed 
annuity as interest to a capitalist, as 
he pays another fixed sum in taxes 
to the government. Without dwelling 
further on these oases, we pass to those 
which present marked features of pecu- 
liarity. 

When the two parties sharing in 
■the produce are the labourer or 
labourers and the landowner, it is not 
a very material circumstance in the 
case, which of the two furnishes the 
stock, or whether, as sometimes hap- 
pens, they furnish it, in a determinate 
proportion, between them. The essen- 
tial difference does not lie in this, 


hnt in another circumstance, namely, 
whether the division of the produce 
between the two is regulated by 
custom or’ by competition. We will 
begin with the former ^ case; of which 
the metayer culture is the principal, 
and in Europe almost the sole, example. 

The principle of the metayer system 
is that the labourer, or peasant, xnakes 
his engagement directly with the land- 
owner, and pays, not a fixed rent, 
either in money or in kind, hut a cer- 
tain proportion of the produce, or 
rather of what i*emains of the produce 
after deducting what is considei'ed ne- 
cessary to keep up the stock. The 
proportion is usually, as the name im- 
ports, one-half; hut in several districts 
in Italy it is two-thirds. Respecting 
the supply of stock, the custom varies 
from place to place; in some places 
the landlord furnishes the whole, in 
others half, in others some particular 
part, as for instance the cattle and 
seed, the labourer providing the im- 
plements."^ “This connexion,” says 

* In France, 'before the Kevolution, ac- 
cording to Ai'thur Young (i. 403) there was 
great local diversity in this respect. In 
Champagne, “ the landlord commonly finds 
half the cattle and half the seed, and the 
metayer, labour, implements, and taxes; 
but in some districts the landlord bears a 
share of these. In Roussillon, the landlord 
pays half the taxes ; and in Cuienne, from 
Audi to Fleuran, many landlords pay all. 
Near Aguillon, on the Garonne, the metayers 
furnish half the cattle. At Nangis, in the 
Isle of France, I met with an agreement for 
the landlordto furnish live stock, implements, 
harness, and taxes ; the metayer found labour 
and his own capitation tax : the landlord 
repaired the house and gates; the metayer 
the windows : the landlord provided seed the 
first year, the metayer the last ; in the inter- 
vening years they supply half and half. In 
the Bourbonnois the landlord finds all sorts 
of live stocfe, yet the metayer sells, changes, 
and buys at his will; the steward keeping 
an account of these mutations, for the land- 
lord has half the product of sales, and pays 
half the purchases.” In Piedmont, he says, 

“ the landlord commonly pays the taxes and 
x*epairs the buildings, and the tenant provides 
cattle, implements, and seed.’’ (11. 151.) 


184 BOOK H. CHAPTER YHI. § 2, 


Sismondi, speaking cliiefly of Tus- 
cany,* “is often tne subject of a con- 
tract, to define certain services and, 
certain occasional payments to wlncli 
tbe metayer binds himself ; neverthe- 
less the differences in the obligations 
of one^such contract and another are 
inconsiderable,- usage governs alike all 
these engagements, and supplies tlie 
stipulations n^hich have not been ex- 
pressed: and the landlord who at- 
tempted to depart from usage, who 
exacted more than his neighbour, who 
took for the basis of the agreement 
anything but the equal division of the 
crops, would render himself so odious, 
he would he so sure of not obtaining a 
metayer who was an honest man, that 
the contract of all the metayers may 
he considered as identical, at least in 
each province, and never gives rise to 
any competition among peasants in 
search of employment, or any offer to 
cultivate the soil on cheaper terms 
than one another.” To the same effect 
ChateauvieuXjt speaking of the me- 
tayers of Piedixlont. “I’hey consider 
it” (the farm) “as a patrimony, and 
never think of renewing the lease, hut 
go on from generation to generation, on 
the same terms, without w-ritings or 
registries.”^ 

• § 2. "\inien the partition of the 
produce is a matter of fixed usage, not 
of varying convention, political eco- 
nomy has no laws of distribution to 
investigate. It has only to consider, 

* Studies in J?olitical JBeonomy, Essay VI. 
On the Condition of the Cultivators in Tus- 
cany. 

t Lettefs from Italy. I quote from Dr. 
Bigby^s translation, (p. 22.) 

X This virtual fixity of tenure is not how- 
ever universal even in Italy ; and it is to its 
absence that Sismondi attributes the infeiuor 
condition of the metayers in some provinces 
of Naples, in Lucca, and in the Riviera of 
<jenoa ; where the landlords obtain a larger 
^though still a fixed) share of the produce. 
In those countries the cultivation is splendid, 
JcHUt the people wretchedly poor. “ The same 
misfortune would probably have befallen the 
people of Tuscany if public opinion did not 
pr-otcct the cultivator; but a proprietor 
would not dare to impose conditions unusual 
in, the country, and even in changing one 
metay er for another, he alters nothing in the 
teirisas of the engagement.** Wew JErijiciples 
Uconomy, book iii. ch. 5. j 


as in the ease of peasant proprietors,, 
the effects of the system, first, on the 
condition ^ of the peasantry, morally 
and physically, and secondly, on the 
efficiency of the labour. In both these 
particulars the metayer system has the 
characteristic advantages of peasant 
properties, but has them in a less de- 
gree. The metayer has less motive 
to exertion than the peasant proprietor^ 
since only half the fruits of his indus- 
try, instead of the whole, are his own. 
But he has a much stronger motive 
than a day labourer, who has no other 
interest in the result than not to be 
dismissed. If the metayer cannot be 
turned out except for some violation of 
his contract, he has a stronger motive 
to exertion than any tenant-farmer 
who has not a lease. The metayer is 
at least his landlord’s partner, and a 
half-sharer ill their joint gains. Where, 
too, the permanence of his tenure is 
guaranteed by custom, he acquires 
local attachments, and much of the 
feelings of a proprietor. T am sup- 
posing that this half produce is suffi- 
cient to yield him a comfortable 
support. Whether it is so, depends 
(in any given state of agiiculture) on 
the degree of subdivision of the land ; 
which depends on the operation of the 
population principle. A multiplication 
of people, beyond the number that can 
he properly supported on the land or 
taken off by manufactures, is incident 
even to a peasant proprietary, and of 
course not less but rather more incident 
to a metayer population. The ten- 
dency, however, which ive noticed in 
the proprietary system, to promote 
prudence on this point, is in no small 
degree commomto it with the metayer 
system. There, also, it is a matter of 
easy and exact calculation whether a 
family can be supported or not. If it 
is easy to see whether the owner of tlie 
whole produce can increase the pro- 
duction so as to maintain a greater 
number of persons equally well, it is a 
not less simple problem whether the 
owner of half the pi'oduce can do so.* 
* M. Bastiat affirms that even in 
Prance, incontestably the least favourable 
example of the metayer system, its effect 
in. repressing population is conspicuous^ 
“ It is a well-ascertained fact that the 
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There is one check which this system 
seems to offer, over and above those 
held out even by the proprietary 
system ; there is a landlord, who may 
exert a controlling power, by refusing 
his consent to a subdivision. I do not, 
however, attach great importance to 
this check, because the farm may be 
loaded with superfluous hands without 
being subdivided; and because, so long 
as the increase of hands increases the 
gross produce, which is almost always 
the case, the landlord, who receives 
half the produce, is an immediate 
gainer, the inconvenience falling^ only 
on the labourers. The landlord is no 
doubt liable in the end to suffer from 
tlieir poverty, by being forced to make 
advances to them, especially in bad 
seasons; and a foresight of this ulti- 
mate inconvenience may operate bene- 
ficially on such landlords as prefer 
future security to present profit. 

The characteristic disadvantage of 
the metayer system is very feirly stated 
by Adam Smith. After pointing out 
that metayers “ have a plain interest 
that the whole produce should be as 
great as possible, in order that tlieir 
own proportion may be so,” be con- 
tinues,* “ it could never, however, be 
the interest of this species of culti- 
vators to lay out, in the further im- 
provement of the land, any part of the 
little • stock which they might save 

tendency to excessive multiplication is 
chiefly manifested in the class who live on 
wages. Over these the forethought which 
retards marriages has little operation,!) ecause 
the evils which flow from e.xcessive compe- 
tition appear to them only very confusedly, 
and at a considerable distance. It is, there- 
fore, the most advantageous condition of a 
people to he so oi’ganixed as to contain no 
regular class of labourers for hire. In me- 
tayer countries, marriages are principally 
determined by the demands of cultivation ; 
they increase when, from whatever cause, 
the metairies offer vacancies injurious to 
production; they diminish when the places 
are filled up. A fact easily ascertained, the 
proportion between the size of the farm and 
the number of hands, operates like fore- 
thought, and with greater effect. We find, , 
accordingly, that when nothing occurs, to 
makean opening for a superfluous population, 
numbers remain stationary: as is seen in 
our southern departments.” Cowsideratmis 
on Meiayage, in the Jowmal des JSconomiates 
for February 1846. 

* Wealth oflfatiom^ book iii. ch. 2. 


from their own share of the produce, 
because the lord, who laid out nothing, 
was to get one half of whatever it 
produced. The tithe, which is but a 
tenth of the produce, is found to be a 
very great hindrance to improvement. 
A tax, therefore, which amounted to 
one-half, must have been an eflectual 
bar to it. It might be the interest of 
a metayer to make the land produce 
as much as could be brought out of it 
by means of the stock furnished by the 
proprietor ; hut it could never he his 
interest to mix any part of bis own 
with it. In France, where five parts 
ont of six of the whole kingdom are 
said to he still occupied^by this species 
of cultivators, the proprietors complain 
that their metayers take every oppor- 
tunity of employing the master’s cattle 
rather in carriage than in cultivation : 
because in the one case they get the 
whole profits to themselves, in the other 
they share them with their landlord.” 

It is indeed implied in the very na- 
ture of the tenure, that all improve- 
ments which require expenditure of 
capital, must he made with the capital 
of the landlord. This, however, is es- 
sentially the case even in England, 
whenever the farmers are tenants-at- 
will: or (if Arthur Young is right) 
even on a “nine years lease.” If the 
landlord is willing to provide capital 
for improvements, the metayer has the 
strongest interest in promoting them, 
since half the benefit of them will ac- 
crue to himself. As however the per- 
petuity- of tenure which, in the case 
we are discussing, he enjoys by custom, 
renders his consent a necessary condi- 
tion ; the spirit of routine, and dislike 
of innovation, characteristic of an agri- 
cultural people wheij not corrected by 
education, are no doubt, as the advo- 
cates of the system seem to admit, a 
serious hindrance to improvement. 

3. The metayer system has met 
with no mercy ^ from English authori- 
ties. “ There is not one word to he 
said in favour of the practice,” says 
Arthur Young,* “ and a thousand ar- 
^ments that might be used agaipst-- 
it. The hard plea of necessity"” can 

* Travels, voL i. .1- * ' 
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alone be urged in its favour ; the po-, 
vei-ty of tbe farmers being so. great, 
that tbe landlord must stock tbe farm, 
or it could not be stocked at all : tbis 
is a most cruel burthen to a proprietor, 
who is tliiTS obliged torun mucb of tbe 
hazard of farming in tbe most dan- 
gerous of all methods, tbat of trusting 
bis property absolutely in tbe bands 
of people wbo are generally ignorant, 
many careless, and some undoubtedly 
wicked. ... In tbis most miserable 
of all tbe modes of letting land, tbe 
defrauded landlord receives a con- 
temptible rent; tbe farmer is in tbe 
lowest state of poverty ; tbe land is 
miserably cultivated; and tbe nation 
suffers as severely as tbe parties tbem- 
selves. . . . Wberever® this system 
prevails, it may be taken for granted 
that a useless and miserable population 
is found. . . . Wherever tbe country 
(that I saw) is poor and unwatered, 
in tbe Milanese, it is in tbe bands of 
metayers:” tbe;^ are almost always 
in debt to their landlord for seed 
-or food, and “their condition is 
more wretched than tbat of a day 
labourer. . . . Tberef are but few 
districts” (in Italy) “ where lands 
are let to tbe occupying tenant at 
•a money-rent ; but wherever it is 
Ibund, their crops are greater; a clear 
proof of tbe imbecility of the metaying 
system.” “ Wherever it” (the metayer 
system) “has been adopted,” says 
Mr. M'Cullocbjf “it has put a stop 
to all improvement, and has reduced 
tbe cultivators to the most abject po- 
verty.” Mr, Jones § shares tbe common 
opinion, and quotes Turgot and Bestutt- 
Tracj in support of it. The impression, 
however, of all these writers (notwith- 
standing Arthur •Young’s occasional 
references to Italy) seems to be chiefly 
derived from France, and France before 
the Eevolution.|| Now the situation of 
French metayers under tbe old regime 

* Travels^ vol. a. 151-3. 

f Ibid. ii. 217. 

J Trinctjples of Political Mconomnj,3v^L ed. 
p.471. 

§ on the Distribution of Wealthy pp, 

102-4. 

11 M. de Tracy is partially an exception, 
inasinnch as Ms experience reaches lower 
down than the revolutionary period : but he 


by no means represents tbe typical 
form of the contract. It is essential 
to that form, that tbe proprietor pays 
all the taxes. But in France tbe ex- 
emption of the noblesse from direct 
taxation bad led tbe Government to 
throw the whole burthen of their ever- 
increasing fiscal exactions upon the 
occupiers : and it is to these exactions 
that Turgot ascribed the extreme 
wretchedness of tbe metayers : a 
wretchedness in some cases so exces- 
sive, that in Limousin and Angou- 
mois (tbe provinces wFicb be admi- 
nistered) they bad seldom more, ac- 
cording to him, after deducting all 
burthens, than from twenty-five to 
thirty livres (20 to 24 shillings) per 
bead for their whole annual consump- 
tion : “ I do not mean in money, but 
including all tbat they consume in 
kind from their own crops.”'^' When 
we add tbat they bad not tbe virtual 
fixity of tenure of tbe metayers of Italy, 
(“in Limousin,” says Arthur Young, f 
“tbe metayers are considered as little 
better than menial servants, removable 
at pleasure, and obliged to conform in 
all things to the will of the landlords,”) 

admits (as Mr. Jones has himself stated in, 
another place) that he is acquainted only 
with a limited district, of great subdivision, 
and unfertile soil. 

M. Passy is of opinion, that a French pea- 
santry must be in indigence and the country 
■badly cultivated on a metayer systen, be- 
cause the proportion of the produce claim- 
able by the landlord is too high j it being 
only in more favourable climates that any 
land, not of the most exuberant fertility, 
can pay half its gross produce in rent, and 
leave enough to peasant farmers to enable 
them to grow successfully the more expen- 
sive and valuable products of agriculture. 
{On Systems of Qulture, p. 35.) This is an 
objection only to a particular numerical pro- 
portion, which is indeed the common one, 
but is not essential to the system. 

* See the “ Memoir on the Surcharge of 
Taxes suffered by the Generality of Limoges, 
addressed to the Council of State in 1786,* * * § ’ 
pp. 260-304 of the fourth volume of Turgot’s 
W orks. The occasional engagements of 
landlords (as mentioned by Arthur Young) 
to pay a part of the taxes, were, according 
to Turgot, of recent origin, under the coih- 
pulsion of actual necessity, “ The proprietor 
only consents to it when he can find no me- 
tayer on other terms ; consequently, even in 
that case, the metayer is always reduced to 
what is barely sufficient to prevent him from 
dying of hunger.” (p, 275), 

t Vol i. p. 404. 
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it is evideBt tliat tlieir case affords no 
argumeiit against the metayer system 
in'its better form. A popialation who 
conld call nothing their own—who, like 
the Irish cottiers, could not in any 
contingency be worse off — had. nothing 
to restrain them from multiplying, and 
subdividing the land, until stopped by 
actual starvation. 

We shall find a very different pic- 
ture, by the most accurate authorities, 
of the metayer cultivation of Italy . In 
the first place, as to subdivision. In 
Ijombardy,according to Chateauvieux*, 
there are few farms which exceed sixty 
acres, and few which have less than ten. 
These farms are ail occupied by metay- 
ers at half profit. They invariably dis- 
play “ an extentf and aricbness in build- 
ings rarely known in any other country 
in Europe.” Their plan “affords the 
greatest room with the least extent of 
building; is best adapted to arrange 
and secure the crop; and is, at the 
same time, the most economical, and 
the least exposed to accidents by fire.” 
The court-yard “ exhibits a whole so 
regular and commodious, and a system 
of such care and good order, that our 
dirty and ill-araanged farms can con- 
vey no adequate idea of.” The same 
description applies to Piedmont. The 
rotation of crops is excellent. “I 
should thinkf no country can bring so 
large a portion of its produce to market 
as Piedmont.” Though the soil is hot 
naturally very fertile, “the number of 
cities is prodigiously great.’’ The 
-agriculture must, therefore, be emi- 
nently favourable to the net as well 
as to the gross produce^ of the land. 
“ Each plough works thirty-two acres 
in the season. . - . Nothing can be 
more perfect or neater than the hoeing 
and moulding up the maize, when ^ in 
foil growth, by a single plough, with 
a pair of oxen, without injury to a 
single plant, while all the weeds are 
effectually destroyed/’ So much for 
agricultural skill. “ Nothing can he 
so excellent as the crop which precedes 
:and that which follows it.” yThe 
wheat “ is thrashed by a cylinder, 

^ Ijetters from lialif, translated by Eigby, 

p. 16. 

f Ibid. pp. 19, 20. $ Ibid, pp. 24—31. 


drawn by a horse, and guided by a hoy, 
while the lahourei’s turn over the straw 
with forks. This process lasts nearly 
a fortnight : it is quick and economical, 
and completely gets out the grain. .... 
In no part of the world are the economy 
and the management of the land better 
understood than in Piedmont, and 
this explains the phenomenon of its 
great population and immense export 
of provisions.” AH this under metayer 
cultivation. 

Of the valley of the Arno, in its 
whole extent, both above and below 
Florence, the same miter thus speaks 
— “ Forests of olive-trees covered the 
lower parts of the mountains, and by 
their foliage concealed an infinite 
number of small farms, which peopled 
these parts of the mountains : chest- 
nut-trees I’aised their heads on the 
higher slopes, their healthy verdure 
contrasting with the pale tint of the 
olive-trees, and spreading a brightness 
over this amphitheatre. The road was 
bordered on. each side with village- 
houses, not more than a hundred paces 
from each other. .... They are 
placed at a little distance from the 
road, and separated from it by a wall, 
and a tqrrace of some feet in extent. On 
the wall are commonly placed many 
vases of antique forms, in which 
flowers, aloes, and young orange-trees 
are growing. The house itself is com- 
pletely covered with vines. . . . . . 
Before these houses we saw gi’oups of 
peasant females dressed in white linen, 
silk corsets, and straw hats ornamented 

with flowers These houses 

being so near each other, it is evident 
that the land annexed to them must he 
small, and that property, in these 
valleys, must he very much divided ; 
the extent of these domains being 
from three to ten acres. The land lies 
round the houses, and is divided into 
fields by small canals, or rows of trees, 
some of which are mulherry-trees, 
but the greatest number poplars, the 
leaves of which, are eaten by the cattle. 
Each tree supports a vine. .... 
These divisions, an'ayed in oblong 
squares, are large enough to be cul- 
tivated by a plough without wheels, ‘ 
* Pp. 78—9. 
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and a pair of oxen. There is a pair of 
oxen between ten or twelve of the 
hirmers; they employ them succes- 
sively in the cultivation of all the farms. 
.... Almost every farm maintains a 
well-looking horse, which goes in a 
small two-wheeled cart, neatly made, 
and painted red ; they serve for all the 
purposes of draught for the farm, and 
and also to convey the farmer’s daugh- 
ters to mass and to halls. Thus, on 
holidays, hundreds of these little carts 
are seen flying. in all directions, carry- 
ing the young women, decorated with 
flowers and ribbons.’’ 

This is not a picture of poverty ; and 
so far as agriculture is concerned, it 
effectually redeems metayer cultiva- 
tion, as existing in these countries, 
from the reproaches, of English writers ; 
hut with respect to the condition of 
the cultivators, Chateau vieux’s testi- 
mony is, in some points, not so favour- 
able. “ It is* neither the natural ferti- 
lity of the soil, nor the abundance 
which strikes the eye of the traveller, 
w’hich constitute the well-being of its 
inhabitants. It is the number of in- 
dividuals among whom the total pro- 
duce is divided, which fixes the portion 
that each is enabled to enjoy. Here it 
is very small. I have thus far, indeed, 
exhibited a delightful country, well 
watered, fertile, and covered with a 
perpetual vegetation ; I have shown it 
divided into countless' inclosures, 
which, like so many beds in a garden, 
display a thousand varying produc- 
tions ; I have showm, that to all these 
inclosures are attached Tvell-huilt 
houses, clothed with vines, and deco- 
rated with flowers ; hut, on entering 
them, w^e find a total want of ail the 
conveniences of life, a table more than 
frugal, and a general appearance of 
privation.” Is not Chateanvienx here 
unconsciously contrasting the condition 
of the metayers with that of the 
farmers of other countries, when the 
proper standard with which to com- 
pare it is that of the agricultural day- 
tabourers ? 

Arthur Young says,t “ I was assured 
that these metayers are (especially near 

*Pp.76— 6. 

f Traoelsj voL ii. p. 156. 


Florence) much at their ease ; that on 
holidays they are dressed remarjcably 
well, and not without objects of luxury, 
as silver, gold, and silk : and live well, 
on plenty of bread, wine, and legumes. 
In some instances tins may possibly be 
the case, but tbe general fact is con- 
trary. It is absurd to think that me- 
tayers, upon such a farm as is cul- 
tivated by a pair of oxen, can live at 
their ease; and a clear proof of their 
poverty is this, that the landlord, who 
provides half the live stock, is often 
obliged to lend the peasant money to 
procure bis half. ..... The meta- 
yers, not in the vicinity of the city, are 
so poor, that landlords even lend them 
corn to eat : their food is black bread, 
made of a mixture with vetches ; and 
their drink is very little wine, mixed 
with water, and called aQuaroUe / meat 
on Sundays only; their dress very 
ordinary.” Mr. Jones admits the su- 
perior comfort of the metayers near 
Florence, and attributes it partly to 
straw-plaiting, by which the women of 
the peasantry can earn, according to 
Chateanvienx,* from fifteen to twenty 
pence a-day. But even this fact tells 
in favour of the metayer system ; ibr 
in those parts of England in which 
either straw-plaiting or lace-making is 
carried on by tbe women and children 
of the labouring class, as in Bedford- 
sbire and Buckinghamshire, the con- 
dition of the class is not better; but 
rather worse than elsewhere, the wages 
of agricultural labour being depressed 
by a full equivalent. 

In spite of ChEteauvieux’s state- 
ment respecting tbe poverty of the. 
metayers, his opinion, in respect to 
Italy at least, is given in favour of the 
system. “ It occupiesf and constantly 
interests the proprietors, which is never 
the case with great proprietors who 
lease their estates at fixed rents. It 
establishes a community of interests, 
and relations of kindness between the 
proprietors and the metayers ; a kind- 
ness which I have often witnessed, and 
from which result great advantages in 
the moral condition of society. The 
proprietbi*, under this system, always 

* Letters from Italy, 76. 
t Ibid. pp. 295-6. 
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interested in the success of tlie crop, 
never refuses to make an advance 
upon it, whicli the laud promises to 
repay with interest- It is by these 
advances, and by the hope thus 13^ 
spired, that the rich propiietors oi" 
land have gradually perfected the 
whole inral economy of Italy. It is 
to them that it owes the numerous 
systems of inigation which water its 
soil, as also the e'stablishment of the 
terrace culture on the hills : gradual 
hut permanent improvements, - which 
common peasants, for want of means, 
could never have effected, and which 
could never have been accomplished 
by the farmers, nor by the great 
proprietors who let their estates at 
hxed rents, because they are not 
sufficiently interested. Thus the in- 
terested system forms of itself ^ that 
alliance between the rich proprietor,’ 
whose means provide for the improve- 
ment of the culture, and the metayer, 
whose care and lahoims are directed, 
hy a common interest, to make the 
most of these advances.” 

But the testimony most favourable 
to the system is that of Sismondi, 
which has the advantage of being 
specific, and from accurate loiowledge ; 
his information being not that of a 
traveller, but that of a resident pro- 
prietor, intimately acquainted with 
rural life. His statements apply to 
Tuscany generally, and more par- 
ticularly to the Val di Hievole, in 
which his own property lay, and which 
is not within tne supposed privileged 
circle immediately round Florence. It 
is one of the districts in which the 
size of farms appears to he the smallest. 
The following is his description of the 
dweUings .and mode of life of the me- 
tayers of that district.^ 

“ The house, built of good walls with 
lime and mortar, has always at least 
one story, sometimes two, above the 
gi*ound floor. On the ground floor are 
generally the kitchen, a cowhouse for 
twohorned cattle, and the storehouse, 
which takes its name, finaia, from the 
large T&ts (tini) in wdiich the wine is 
put to ferment, without any pressing : 

* From his Sixth Essay, formerly re- 
ferred to. 


it is there also that the metayer locks 
up his casks, his oil, and his grain. 
iUmost always there is also a shed 
supported against the house, where he 
can work under cover to mend his 
tools, or chop forage for his cattle. On 
the first and second stories are two, 
three, and often four bedrooms. The 
largest and most airy of these is 
generally destined hy the metayer, in 
the months of May^ and J une, to the 
bringing up of silkworms. Great 
cbests to contain clothes and linen, 
and some wooden chairs, are the chief 
furniture of the chambers ; hut a 
newly-married wife always brings with 
her a wardrobe of walnut wood. The 
beds are uncurtained and unroofed, hut 
on each of them, besides a good pail- 
lasse filled with the elastic straw of 
the maize plant, there are one, or two 
mattresses of wool, or, among the 
poorest, of tow, a good blanket, sheets 
of strong hempen cloth, and on the 
best bed of the family a coverlet of silk 
adding, which is spread on festival 
ays. The only fireplace is in the 
kitchen ; and there also is the great 
wooden table where the family dines, 
and the benches ; the great chest 
which serves at once for keeping the 
bread and other provisions, and for 
kneading ; a tolerably complete though 
cheap assortment of pans, dishes, and 
earthenware plates: one or two metal 
lamps, a steelyard, and at least two 
copper pitchers for drawing and hold- 
ing water. The linen and the work- 
ing clothes of the family have all been 
spun hy the women of the house. The 
clothes, both of men and of women, 
are of the stuff called mezza lana when 
thick, mola when thin, and made of a 
coarse thread of hemp or tow, filled up 
with cotton or wool ; it is dried by tlie 
same women by wbom it was spun. It 
would hardly be believed what a quan- 
tity of cloth and of mezza lana the 
peasant women are able to accumu- 
late by assiduous industry ; bow many 
sheets there are in the store ; what a 
number of shirts, jackets, trowsers, 
petticoats, and gowns are possessed by 
every member of the family. By way 
of example I add in a note the inven- 
tory of the peasant family best known 
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to me : it is neitlier one of the richest 
nor of the poorest, and lives happily by 
its industry on half the produce of less 
than ten arpents of land.* The young 
women had a marriage portion of fifty 
crowns, twenty paid down, and the rest 
by instalments of two every year. The 
Tuscan crown is worth six francs 
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iu^j. ine commonest marriage 

portion of a peasant girl in the other 
parts of Tuscany, where the metairies 
are larger, is 100 crowns, 600 francs.” 

Is this poverty, or consistent with 
jpoverty? Y/hen a common, M. de 
oismondi even says t/ie common, mar- 
Potion of a metayeris daughter 
24i. English money, equivalent to 
and in that rank 
' whose dowry is only 

bah that amount, has the wardrobe 
described, which is represented by 
bismondi as a fair average; the class 
must be fully comparable, in general 
condition, to a large proportion even of 
capitalist .farmers in other countries* 
incomparably above the day- 
labourei-s of any country, except a new 
colony, or the United States. Very 
httle can he inferred, against each evi- 
donee, from a traveller’s impression of 
the poor quality of their food. Its in- 
expensive character may be rather the 
etiect of economy than of necessity. 
Costly feeding is not the favourite 
luxuiy of a southern people ; their 
diet m all classes is principally vege- 
table, and no peasantry on the 
^Lontment has the superstition of the 
itnglish labourer respecting white 

j . the frousseaa^ of Jane, 

^th on hermarriage 

<^jo^acchmo Landi. the 29th of April 
Vecchia, near Pescia : 
shifts, 7 besfc dresses (of particular 
printed cotton, 
summi: *®sses (viezza lana), 3 

summer working dresses and netticoats 
(moZa), 3 white petticoats, 5 aprons of prin ted 
linen, 1 ofblwk silt. 1 of blbct meSs 9 
«o oared working aprons Wa),4S 8 
® handkerchiefs, 2 emi 
hroidered veils and one of tulle, 3 towels 14 
pairs of stockings, 2 hats (one of felt th<» 
other of fine straw); 3 e^?os sef i?^ 14 1 
ftOlden eanmgs, 1 chaplet with two Roman 
of gold '?®cklace with its cross 
Af richer married women 

cf the class have, besides, the vesU di 
thegi*eat holiday dress, which they only wear 
four or five thaes in their lives.- ^ 


bread. But the nourishment of tha 
Tuscan ^peasants, ^iccording to 8is 
mondi, _ is^ wholesome and variouf- 

its basis 12 an excellent wbeaten 

bread, brown, but pure from bfan and 
from all mixture.” lu the 
Reason, ^they take but two Lais a 
day. at ten in the morning they 
eat their ^pollenta, at the he^mhl 
of the night their soup, and after 
It bread with a relish of some ml 
(companatico). In summer they have 
three meals, at eight, at one, and fr 
the evening; but the fire is lighteL 
only^ once a day, for dinner, which 
consists of soup, and a dish of silt meat 
or dried fish, or haricots, or greens 
which are eaten with bread. Salt 
meat enters in a very small quantity 
mto this diet, for it is reckoned that 
forty pounds of salt pork per head 
sufree amply for a year’s provision • 
twuce a week a small piece of it is put 
into the soup. On Sundays they have 
always on the table u dish of fresh 
meat,_ but a piece which weighs only a 
poimd or a pound and a half suffices 
toi the whole family, however numerous 
it may be. It must not be forgotten 
tnat the Tuscan peasants generally 
produce olive oil for their ovm con- 
sumption : they use it not only for 
lamps, but as seasoning to all the 
vegetables prepared for tlie table 
which it renders both more savoury 
and more ^nutritive. At breakfast 
their food is bread, and sometimes 
cheese and fruit; at supper, bread and 
salad. . Their drink is composed of the 
infenor wine of tbe country, the vinella 
on jnqttette made by fermenting in 
water the pressed skins of the grapes. 

however,, reserve a little 
of their best wine for the day when 
they thresh their corn, and for some 
kept in families. 
About fifty bottles of vinella per annum 

and five ^sacks of wheat (about lOod 

pounds of bread) are considered as the 
supply necessary for a full grown man. ” 
Ihe^ remarks of Sismondi on the 
moral influences of this state of so- 
ciety are not less worthy of attention. 

Ihe rights and obligations of the 
metayer being fixed by usage, and all 
taxes and rates being paid by the pro 
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prietor, “the metayer has the advan- 
tages of landed property without the 
hurtheii of defending it. It is the 
landlord to whom, with the land,.he- 
long allits disputes : the tenant lives 
in peace with all his neighbours ; be- 
tween him and them there is no motive 
for rivality or distrust, he preserves a 
good understanding with them, as well 
as with his landlord, with the tax- 
collector, and with the church : he 
sells little, and buys little ; he touches 
little money, but he seldom has any to 
pay. The*^gentle and kindly character 
of the Tuscans is often spoken of, but 
without sufficiently remarking the 
cause which has contributed most to 
keep up that gentleness ; the tenure, 
by which the entire class of farmers, 
more than three-fourths of the popula- 
tion, are kept free from almost every 
occasion for quarrel.” The fixity of 
tenure which the metayer, so long as 
he fulfils his own obligations, possesses 
by usage, though not by law, gives 
him the local attachments, and. almost 
the strong sense of personal interest, 
characteristic of a proprietor. “The 
metayer lives on his metairie as on his 
inheritance, loving it with afiection, 
labouring incessantly to improve it, 
confiding in the future, and making 
sure that his land ’will be tilled after 
him by his children and his children’s 
children. In fact,, the majority of 
metayers live from generation to gene- 
ration on the same farm ; they know 
it in its details with a minuteness 
which the feeling of property can 
alone give. The plots terrassed up, one 
above the other, are often not above 
four feet wide ; but there is not one of , 
them, the qualities of which the me- 
tayer has not studied. This one is 
dry, that other is cold and damp : 
here the soil is deep, there it is a mere 
crust which hardly covers the rock; 
wheat thrives best on one, rye on ano- 
ther: here it would be labour wasted 
to SOW' Indian corn, elsewhere the soil 
is unfit for beans and lupins, further 
off flax will grow admirably, the edge 
of this brook will be suited for hemp. 
In this way one learns with surprise 
from the metayer, that in a space of 
ten arpents, the soil, the aspect, and 


the inclination of the ground present 
greater variety than a rich farmer is 
generally able to distinguish in a farm 
of five hundred acres. For the latter 
knows that he is only a temporary 
occupant ; and moreover, that he must 
conduct his operations by general rules, 
and neglect details. But the expe- 
rienced metayer has had his intelli- 
gence so awakened by interest and 
affection, as to be the best of observers ; 
and with the whole future before him,, 
he thinks not of himself alone, but of 
his children and grandchildren. There- 
fore, when he plants an olive, a tree 
which lasts for centuries, and exca- 
vates at the bottom of the hollow in 

■ which he plants it, a channel to let out 

■ the water by which it would be in- 
jured, he studies all the strata of the- 
earth which he has to dig out.’ 

^ § 4. I do not offer these q_uota- 
tions as evidence of the intrinsic' 
excellence of the metayer system ; hut 
they surely suffice to prove that 
neither “land miserably cultivated” 
nor a people in “the most abject po- 
verty,” have any necessary connexion, 
witn it, and that the unmeasured vitu- 
peration lavished upon the system by 
English wTiters, is ginunded on an 

* Of the intelligence of this interesting 
people, M. de Sismondi speaks in the most 
favourable terms. Few of them can read;, 
but there is often one member of the family 
destined for the priesthood, who reads to 
them on winter evenings. Their language 
differs little from the purest Italian. The 
taste for improvisation in verse is general. 
“ The peasants of the Vale of Nievoie fre- 
quent the theatre in summer on festival days, 
from nine to eleven at night : their admission 
costs them little more than five French sous 
Their favourite author is Alfieri; 
the whole history of the Atridse is familiar 
to these people who cannot read, and who 
seek from that austere poet a relaxation 
from their rude labours.” Unlike most 
rustics, they find pleasure in the beauty of 
their country. “In the hills of the vale of 
JSiievole there is in front of every house a 
threshing-ground, seldom of more than 25 or 
30 square fathoms ; it is often the only level 
space in the whole farm ; it is at the same 
time a terrace which commands the plains 
and the valley, and looksout upon a delight- 
ful country. Scarcely ever have I stood still 
to admire it, without the metayer’s coming 
out to enjoy my admiration, and point out 
with his finger the beauties which he thought 
might have escaped my notice.’* 
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extremely narrow view of tlie subject. 
I look upon the rural economy of Italy 
as simply so mucli additional evidence 
in favour of small occupations with 
permanent tenure. It is an example 
of what can be aecomplished by those 
two elements, even under the disad- 
vantage of the peculiar nature of the 
metayer contract, in which the motives 
to exertion on the part of the tenant 
are only half as strong as if he farmed 
the land on the same footing of per- 
petuity at a money-rent, either fixed, 
or varying according to some rule 
which would leave to the tenant the 
whole benefit of Ms own exertions. 
The metayer tenure is not one which 
wm should be anxious to introduce 
where the exigencies of society had 
not naturally given birth to it; but 
neither ought we to be eager to abolish 
it on a mere a priori view of its dis- 
advantages. If the system in Tus- 
c*any works as well in practice as it is 
represented to do, with every appear- 
ance of minute knowledge, by so com- 
petent an authority as Sismondi; if 
the mode of living of the people, and ' 
the size of farms, have for ages main- 
tained and still maintain themselves* 
such as they are said to be by Mm, it 
were, to be regretted that a state of 
rural well-being so much beyond what 
is realised in most European countries, 
should be put to hazard by an attempt 
to introduce, under the guise of agri- 
cultural improvement, a system of 
money-rents and capitalist farmers. 
Even where the metayers are poor, 
and the subdivision great, it is not to 
be assumed as of course, that the 
change would be for the better. The 
enlargement of farms, and the intro- 
duction of what are called agricultural 
improvements, usually diminish the 

* “ We nevei’,” says Sismondi, “ find a 
family of metayei’S proposing to their land- 
lord to divide the metairie, unless the work 
is really more than they can do, and they 
ffeel assured of retaining the same enjoyments 
on a smaller piece of ground. We never 
find several sons all marrying, and forming 
as many new families: only one marries 
and undertakes the charge of the household; 
none of the others marry unless the first is 
childless, or unless some one of them has the 
offer of a new metairie.” New Principles 
fif Political Pconomy^ book Hi. 


number of labourers employed on tho 
land ; and unless the growth of capital 
in trade and manufactures affords^ an, 
opening for the displaced population, 
or unless there are reclaimable wastes 
on which they can he located, compe- 
tition wall so reduce wages, that they 
will probably he worse off as day 
labourers than they were as metayers. 

Mr. Jones very properly objects 
against the French Economists o'f the 
last centtiry, that in pursuing their 
favourite object of introducing money- 
rents, they turned their minds solely 
to putting farmers in the place of 
metayers, instead of transforming the 
existing metayers into farmers ; which, 
as he justly , remarks, can scarcely be 
effected, unless, to enable the metayers 
to save and become owners of stock, 
the proprietors submit for a conside- 
rable time to a diminution of income, 
instead of expecting an increase of it, 
which has generally been their imme- 
diate motive for making the attempt. 
If this transformation were effected, 
and no other change made in the me- 
tayer’ s condition ; if, preserving all the 
other rights which usage ensures to 
him, he merely got rid of the land- 
lord’s claim to half the produce, paying 
ill lieu of it a moderate fixed rent ; he 
would he so far in a better position 
than at present, as the whole, instead 
of only half the fruits of any improve- 
ment ne made, would now belong to 
Mmself; but even so, the benefit would 
not be ■without alloy; for a metayer, 
though not himself a capitalist, has a 
capitalist for Ms partner, and lias tlie 
use, in Italy at least, of a considerable 
capital, as is proved by the excellence 
of the farm buildings: and it is not 
probable that the landowners would 
any longer consent fo peril their move- 
able property on the IiaKards of agri- 
cultural enterprise, when assured of a 
fixed money income without it. Thus 
would the question stand, even if the 
change left undisturbed the metayer’s 
virtual fixity of tenure, and converted 
him, in^fact, into a peasant proprietor 
at a quit rent.’ But if we suppose him 
converted into a mere tenant, displace- 
able at the landlord’s will, and liable 
to have his rent raised by competition 
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to amomt wHcli any Tinfortiiiiate deteriorated; he wonld he cast down 
heing.m search of suhsistence can he from his present position of a kind of 
found to offer or promise for it ; . he half proprietor of the land, and w'ould 
would lose all the features in his con- sink into a cottier tenant, 
dition which preserve it from being 
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OP COTTIERS. 


§ 1. Br the general appellation of 
cottier tenure, I shall designate all 
cases without exception, in which the 
labourer makes his contract for land 
without the intervention of a capitalist 
farmer, and in which the conditions of 
the contract, especially the amount of 
rent, are determined not hy custom but 
by competition. The principal European 
example of this tenure is Ireland, and 
it is from that country that the teian 
cottier is derived.^ By far the greater 
part of the agricultural population 
of Ireland might until very lately 
have been said to he cottier-tenants; 
except so far as the Ulster tenant- 
right constituted an exception. There 
was, indeed, a numerous class of 
lahouters who (we may presume 
through the refusal either of proprie- 
tors or of tenants in possession to per- 
mit any farther subdivision) had been 
unable to obtain even the smallest 
patch of land as permanent tenants. 
But, from the deficiency of capital, 
the custom of paying -wages in land 
was so universal, that even those who 
worked as casual labourers for the 
cottiers or for such larger farmers as 
were found in the country, were 
usually paid not in money, but by 
permission to cultivate for the season 
a piece of ground, which was generally 
delivered to them by the farmer ready 
manured, and was known by the name 

* In its original acceptation, the word 
“ cottier” designated a class of sub-tenants, 
who rent a cottage and an acre or two of land 
from the small farmers. But the usage of 
writers has long since stretched the term to 
include those small farmers themselves, and 
generally all peasant farmers whose rents are 
determined by competition. 

P.E.'' 


of conacre. For this they agreed to 
pay a money rent, . often of several 
pounds an acre, hut no money actually 
passed, the debt being worked out in 
I labour, at a money valuation. 

The produce, on the cottier system, 
being divided into two portions, rent, 
and the remuneration of the labourer ; 
the one is evidently determined by the 
other. The labourer has whatever 
the landlord does not take : the con- 
dition of the labourer depends on the 
amount of rent. But rent, being regu- 
lated hy competition, depends upon the 
relation between the demand for land, 
and the supply of it. Tbe demand for 
land depends on the number of com- 
petitors, and the competitors are the 
whole rural population. The effect, 
therefore, of this tenure, is to bring the 
principle of population to act directly 
on the land, and not, as in England, 
on capital. Kent, in this state of 
things, depends on the proportion be- 
tween population and land. As the 
land is a fixed quantity, while popuhi- 
tion has an unh'mitecl power of in- 
crease ; unless something checks that 
increase, the competition for land 
soon forces up rent to the highest 
point consistent 'with keeping the 
population alive. The effects, there- 
fore, of cottier tenure depend on the 
extent to which the capacity of popu- 
lation to increase is controlled, either 
by custom, by individual pradence, or 
hy starvation and disease. 

! It would be an exaggeration to 
affiinn, that cottier tenancy is abso- 
lutely incompatible with a prosperous 
condition of the labouring class. If 
we could suppose it to eist among a 
0 
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|>eople to wliom a Hgix standard of 
comfort was Iiabitnal ; wbose require- 
ments were such, that they would not 
offer a higher rent for land than would 
leave them an ample subsistence, and 
whose moderate increase of numbers 
left no unemployed population to force 
up rents by competition, save when 
the increasing produce of the land 
from increase of shill would enable a 
higher rent to be paid without incon- 
venience ; the cultivating class might 
be as well remunerated, might have as 
large a share of the necessaries and 
comforts of life, on this system of tenure 
as on any other. They would not, 
however, wMe their rents were arbi- 
trary, enjoy any of the peculiar ad- 
vantages which metayers on the Tuscan 
system derive from their connexion 
with the land. They would neither 
have the use of a capital belonging to 
their landlords, nor would the want of 
this be made up by the intense motives 
to bodily and mental exertion which 
act upon the peasant who has. a per- 
manent tenure. On the contrary, any 
increased value given to the land by 
the exertions of the tenant, would have ' 
no effect but to raise the rent against 
himself, either the next year, or at 
farthest when his lease expired. The 
landlords might have justice or good 
sense enough not to avail themselves 
of the advantage which^ competition 
would give them; and different land- 
lords would do so in different degrees. 
But it is never safe to expect that a 
class or body of men will act in opposi- 
tion to their immediate pecuniary in- 
terest; and even a doubt on the 
subject would be almost as fatal as a 
certainty, for when a person is con- 
sidering whether or not to undergo a 
present exertion or sacrifice for a com- 
paratively remote future, the scale is 
turned by a very small probability 
that the fruits of the exertion or 
of the sacrifice would he taken from 
him. The only safeguard against 
these uncertainties would he the 
growth of a custom, insuring a perma- 
nence of tenure in the same occupant, 
without liability to any other increase 
of rent than might happen to be sanc- 
tioned by the general senliments of the 


community. The Ulster tenant-right 
is such a custom. The very consider- 
able sums which outgoing tenants ob- 
tain from their successors, for the good- 
will of their farms, ^ in the first place 
actually limit the competition for land 
to persons who have such sums to 
offer r while the same fact also proves 
that full advantage is not taken by the 
landlord of even that more limited 
competition, since the landlord’s rent 
does not amount to the whole of what 
the incoming tenant not only offers hut 
actually pays. He does so in the full 
confidence that the rent will not he 
raised ; and for this he has the guaran- 
tee of a custom, not recognised by law, 
but deriving its binding force from 
another sanction, perfectly well under- 
stood in Ireland.f Without one or 
other of these supports, a custom limit- 
ing the rent of land is not likely to grow 
up in any progressive community. If 
wealth and population were stationary, 
rent also would generally bo station- 
ary, and after remaining a long time 
unaltered, would probably come to be 
considered unalterable. But all pro- 
gress in wealth and population tends to a 
rise of rents. Under a metayer system 
there is an established mode in which 
the owner of land is sure of partici- 
pating in the increased produce drawn 
from it. But on the cottier system he 
can only do so by a readjustment of the 

* “It is not uncommon for a tenant witli- 
out a lease to sell the bare privilege of occu- 
pancy or possession of Iiis farm, without any 
visible sign of improvement having been made 
by him, at from ten to sixteen, up to twenty 
and even forty years purchase of the rent.’^— 
XDigest of JBvidenoe iaJcen hy Itord Devon* s 
Commission, Introductory Chapter.) The 
compiler adds, “the comparative tranquillity 
of that district” (Ulster) “ may perhaps he 
mainly attributable to this fact,” 

t “ It is in the great majority of cases not 
a reimbursement for outlay incurred, or im- 
provements effected on the land, hut a mere 
life insurance or purchase of immunity from 
outrage .”— ni supra.) “The present 
tenant-right of Ulster” (the writer judiciously 
remarks) “is an embryo copyhold*' “Even 
there, if the tenant-right be disregarded, and 
a tenant be ejected without having received 
the price of his good-will, outrages are gene- 
rally the consequence.”— (Ch. viii.) “ The 
disorganized state of Tipperary, and the 
agrarian combination throughout Ireland, 
are but a methodized war to obtain the 
Ulster tenant-right.” ^ 
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•contract, while that readjustment, in a 
progressive community, would almost 
^always he to his advantage. His 
interest, therefore, is decidedly opposed 
to the growth of any custom commuting 
rent into a fixed demand. 

§ 2. Where the amount of rent is 
not limited, either by law or custom, a 
cottier system has the disadvantages 
cf the worst metayer system, with 
scarcely any of the advantages by 
which, in the best forms of that 
tenure, they are compensated. It is 
scarcely possible that cottier agricul- 
ture should he other than miserable. 
There is not the same necessity that 
the condition of the cultivators should 
be so. Since by a sufficient restraint 
on population competition for land 
could be kept down, and extreme 
poverty prevented ; habits of prudence 
and a high standard of comfort, once 
established, would have a fair chance of 
maintaining themselves : though even 
in these favourable circumstances the 
motives to prudence would be consider- 
ably weaker than in the case of metay- 
ers, protected by custom (like those of 
Tuscany) from being deprived of their 
farms : since a metayer family, thus 
protected, could not be impoverished by 
any other improvident multiplication 
than their own, but a cottier family, 
however prudent and self-restraining, 
may have the rent raised against it by 
the consequences of the multiplication 
of other families. Any protection to 
the cottiers against this evil could only 
be derived from a salutary sentiment of 
duty or dignity, pervading the class. 
Trom this source, however, they might 
derive considerable protection. If the 
habitual standard of requirement 
among the class were high, a young 
man might not choose to ofer a rent 
which would leave him in a worse 
condition than the preceding tenant ; 
or it might he the general custom, as 
it actually is in some countries, not to 
marry until a farm is vacant. 

But it is not where a high standard 
ofcomfort has rooted itself in the habits 
of the labouring classes, that we are 
ever called upon to consider the effects 
of a cottier system. That system is 


found only where the habitual require- 
ments of the rural labourers are the 
lowest possible 5 where, as, long as 
they are not actually starving, they 
will multiply: and population is only 
checked by the diseases, and the short- 
ness of life, consequent on iiisufficiency 
of merely physical necessaries. This 
was the state of the largest portion of 
the Irish peasantry, wlien a people 
have sunk into this state, and still 
more when they have been in it from 
time immemorial, the cottier system is 
an almost insuperable obstacle to their 
emerging from it. When the habits of 
the people are such that their increase 
is never checked but by the impossi- 
bility of obtaining a bare support, and 
when this support can only he obtained 
from land, all stipulations and agree- 
ments respecting amount of rent are 
merely nominal ; the competition for 
land makes the tenants undertake to pay 
more than it is possible they should pay, 
and when they have paid all they can, 
more almost always remains due. 

As it may fairly be said of the 
Irish peasantry,” said Mr. Kevans, the 
Secretary to the Irish Poor Law En- 
quiry Commission,* “that every family 
which has not sufficient land to yield 
its food has one or more of its members 
supported by begging, it will easily be 
conceived that every endeavour is made 
by the peasantry to obtain small hpli 
ings, and. that they are not influenced 
in their biddings by the fertility of the 
land, or by their ability to pay the 
rent, but solely by the offer which is 
most likely to gain them possession. 
The rents which they promise, they 
are almost invariably incapable of pay- 
ing; and consequently they become 
indebted to those under whom they 
hold, almost as soon as they take 
possession. They give up, in the shape 
of rent, the whole produce of the land 
with the exception of a sufficiency of 
potatoes for a subsistence ; but as this 
is rarely equal to the promised rent, 

*■ JEviU of the State of Ireland ^ their Causes 
and their Remedy. Page 10. A pamphlet, 
containing, among other things, an e.’tcellent 
digest and selection of evidence from the mass 
collected by the Commission presided over by 
Archbishop 'Whately. 
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they constantly have against them an 
increasing halance. In some cases, 
the largest quantity of produce which 
their holdings ever yielded, or which, 
under their system of - tillage, they 
could in the most favourable seasons 
he made to yield, would not be ^equal 
to the rent bid ; consequently, if the 
easant fulfilled his engagement with 
is landlord, which he is rarely able to 
accomplish, he would till the ground 
for nothing, and give his landlord a 
premium for being allowed to till it. 
On the sea-coast, fishermen, and in 
the northern counties those who have 
looms, frequently pay more in rent 
than the market value of the whole 
produce of ,the land they hold. It 
might be supposed that they would be 
better without land under such circiun- 
stances. But fishing might fail during 
a week or two, and so might the de- 
mand for the produce of the loom, 
when, did they not possess the land 
upon which their food is grown, they 
might starve. The full amount of the 
rent bid, however, is rarely paid. The 
easant remains constantly in debt to 
is landlord; his miserable posses- 
sions— the wretched clothing of him- 
self and of his family, the two or three 
stools, and the few pieces of crockery, 
which his wretched hovel contains, 
would not, if sold, liquidate the stand- 
ing and generally accumulating debt. 
The peasantry are mostly a year in 
arrear, aud their excuse for not paying 
more is destitution. Should the pro- 
duce of the holding, in any year, he 
more than usually abundant, or should 
the peasant by any accident become 
possessed of any property, his comforts 
cannot be increased ; he cannot indulge 
in better food, nor in a greater quantity 
of it. His furniture cannot be increased, 
neither can his wufe or children be better 
clothed. The acquisition must go to 
the person under whom beholds. The 
accidental addition will enable him to 
reduce his arrear of rent, and thus to 
defer ejectment. But this must be the 
bound of his expectation.”- 

As an extreme instance of the in- 
tensity of competition for land, and of 
the monstrous height to which it bcca- 
Bionally forced up the nominal rent : 


we may cite from the evidence taken 
by Lord Devon’s Commission,* a fact 
attested by Mr. Hurly, Clerk of the 
Crown for Kerry: “I have known a 
tenant hid for a farm that I was per- 
fectly well acquainted with, worth 601. 
a-year: I saw the competition get up 
to such an extent, that he was declared 
the tenant at 450Z.” 

§ 3. In such a condition, what can 
a tenant gain by any amount of in- 
dustry or prudence, and what lose by 
any recklessness ? If the landlord at 
any time exerted his full legal riglit.s, 
the cottier would not be able even to 
live. If by extra exertion be doubled 
the produce of his bit of land, or if he 
prudently abstained from producing 
mouths to eat it up, his only gain would 
be to have more left to pay to his land- 
lord; \vhile, if he had twenty children, 
they would still be fed first, and the 
landlord could only take what was left. 
Almost alone amongst mankind the 
cottier is in this condition, that he can 
scarcely be either better or worse olf 
by any act of his own. If lie were 
industrious or prudent, nobody but his 
landlord would gain ; if he is lazy or 
intemperate, it is at Ms landlord’s ex- 
pense. A situation more devoid of 
motives to either labour or self-com- 
mand, imagination itself cannot con- 
ceive. The inducements of free human 
beings are taken away, and those of a 
slave not substituted. He has nothing 
to hope, and nothing to fear, except 
being dispossessed of his holding, and 
against this he protects himself by the 
ultima ratio of a defensive civil war. 
Rockism and Whiteboyism were the 
determination of a people who had 
nothing that could be called theirs but 
a daily meal of the lowest description 
of food, not to submit to being deprived 
of that for other peojfie’s convenience. 

Is it not, then, a bitter satire on the 
mode in which opinions are formed on 
the most important problems of Imman 
nature and life, to find public instruc- 
tors of the greatest pretension, imput- 
ing the backwardness of Irish industry, 
and the want of energy of the Irish 
people in improving their condition, to 
JUvidencei p. 851. 
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a peculiar indolence and recklessness rious, and tliouglr practically* ^no cns- 
in the Celtic race ? Of all vulgar tom could he maintained against the 
modes of escaping from the considera- sovereign’s -will, there was alway^s a 
tion of the effect of social and moral rule of some sort common to a neigh- 
infiiiences on the human mind, the hourhood: the collector did not make 
most vulgar is that of attributing the his separate bargain with the peasant, 
diversities of conduct and character to but assessed each according to ^the 
inherent natural differences. What rule adopted for the rest. The idea 
race would not he indolent and in- was thus kept up of a right of property 
souciant when things are so arranged, in the tenant, or at all events, of a 
that they derive no advantage from right to permanent possession ; and the 
forethought or exertion ? If such are anomaly arose of a fixity of tenure in 
the arrangements in the midst of which the peasant-farmer, co-existing with an 
they live and work, what wonder if arbitrary power of increasing the rent, 
the listlessness and indifierence so en- When the Mogul government suh- 
gendercd are not shaken off the first stituted itself throughout the greater 
moment an opportunity offers when ex- part of India for the Hindoo rulers, it 
ertion would really be of use? It is proceeded on a different, principle. A 
very natural that a pleasure-loving and minute survey tvas made of the land, 
sensitively organized people like , the and upon that survey an assessment 
Irish, should be less addicted to steady was founded, fixing the specific pay- 
routine labour than the English, because ment due to the government from each 
life has more excitements for them inde- field. If this assessment had never 
pendent of it; hut they are not less been exceeded, the ryots would have 
fitted for it than their Celtic brethren the been in the comparatively advantage- 
Erench, nor less so than the Tuscans, ous position of peasant-proprietors, suh- 
or the ancient Greeks. An excitable jectto a heavy, but a fixed quit-rent, 
organization is precisely that in which, The ahsence, however, of any real pro- 
by adequate inducements, it is easiest tection against illegal extortions, ren- 
te kindle a spirit of animated exertion, dered this improvement in their condi- 
It speaks notliing against the capaci- tion rather nominal than real ; and, 
ties of industry in human beings, that except during the occasional accident 
they will not exert themselves without of a humane and vigorous local admin- 
motive. Ho labourers work harder, in istrator, the exactions had no practical 
England or America, than the Iiish; limit hut the inability of the ryot to 
but not under a cottier system. pay more. 

It was to this state of things that 
§ 4. Tlie mnltitudes who till the the English rulers of India succeeded ; 
soil of India, are in a condition suffi- and they were, at an early period, 
ciently analogous to the cottier system, struck with the importance of putting 
and at the same time sufficiently dif- an end to this arbitrary character of 
ferent from it, to render the compari-, the land-revenue, and imposing a fixed 
son of the two a source of some in- limit to the government demand. They 
struotion. In most parts of India did not attempt to go hack to the 
there are, and perhaps have always Mogul valuation. It has been in gene- 
been, only two contracting pariles, the ral the very rational practice of the 
landlord and the peasant : the landlord English Government in India, to pay 
being generally the sovereign, except little regard to what was laid down as 
where he has, by a special instrument, the theory of the native institutions, 
conceded his rights to an individual, hut to inquire into the rights which 
who becomes his representative. The existed and were respected in practice, 
payments, however, of the peasants, or and to protect and enlarge those. Eor 
ryots, as they are termed, have seldom a long time, however, it blundered 
if ever been regulated, as in Ireland, grievous^ about matters of fact, and 
by competition. Though the customs grossly misunderstood the^ usages and 
locally obtaining were infinitely va- rights which it found existing. Its 
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mistakes arose fi’Om tlie inability of 
ordinary minds to imagine a state of so- 
cial relations fundamentally different 
from tkose witk Tfvkicli they are practi- 
cally familiar. England being accus- 
tomed to gi’eat estates and ^eat land- 
lords, tbe Englisb rulers took it for 
granted that India must possess tbe 
like ; and looking round for some set 
of people wbo might be taken for the 
objects of their search, they pitched 
• upon a sort of tax-gatherers called 
zemindars. “The zemindar, ’’says the 
philosophical historian of India, ^ “had 
some of the attributes which belong to 
a landowner : he collected the rents of 
a particular district, he governed the 
cultivators of that district, liyOd in 
comparative splendour, and his son 
succeeded him when he died. The 
zemindars, therefore, it was inferred 
without delay, were the proprietors of 
the soil, the landed nobility and gentry 
of India. It was not considered that 
the zemindars, though they collected 
the rents, did not keep them ; hut paid 
them all away, with a small deduction, 
to the government. It was not con- 
sidered that if they governed the ryots, 
and in many respects exercised over 
them despotic power, they did not 
govern them as tenants of theirs, hold- 
ing their lands either at will or by con- 
tract under them. The possession of 
the ryot was an hereditary possession ; 
from which it was unlawM for the 
zemindar to displace him : for every 
farthing which the zemindar drew from 
the ryot, he was hound to account; 
and it was only by fraud, if, out of all 
that Ke collected, he retained an ana 
more than the small proportion which, 
as pay for the collection, he was per- 
mitted to receive.’’ 

“ There was an opportunity in India,” 
continues the historian, “ to which the 
history of the world presents not a 
parallel. Next after the sovereign, 
the immediate cultivators had, by far, 
the greatest portion of interest in the 
soil. Eor the rights (such as they 
were) of the zemindars, a . complete 
compensation might have easily been 
made, Tbe generous resolution was 
^ Wlfs History of ^British Xndia, book vi. 


adopted, of sacrificing to the improve- 
ment of the country, the proprietary 
rights of the sovereign. The motives 
to improvement which property gives, 
and of which the power was so justly 
appreciated, might have been bestowed 
upon those upon whom they would have 
operated with a force incomparablj’ 
greater than that with which they 
could operate upon any other class of 
men : they might have been bestowed 
upon those from whom alone, in every 
country, the principal improvements 
in agriculture must he derived, the 
immediate cultivatoi’s of the soil. And 
a measure worthy to he ranked among 
the noblest that ever were taken for 
the improvement of any country, might 
have helped to compensate the people 
of India, for the miseries of that mis- 
government which they had so long 
endured. But the legislators were 
English aristocrats ; and aristocratical 
prejudices prevailed.” 

The measure proved a total failure,, 
as to the main effects which its well- 
meaning promoters expected from it. 
Unaccustomed to estimate the mode in 
which the operation of any given insti- 
tution is modified even by such variety 
of circumstauces as exists within a 
single kingdom, they fiattered them- 
selves that they had created, throngh- - 
out the Bengal provinces, English 
landlords, and it proved that they had 
only created Insh ones. Tlie new 
landed aristocracy disappointed every 
expectation built upon them. They 
did nothing for the improvement of 
their estates, but everything for their 
own min. The same pains not being 
taken, as had been taken in Ireland, to 
enable the landlords to defy the conse- 
quences of their improvidence, nearly 
the whole land of Bengal had to be 
sequestrated and sold, for debts or 
arrears of revenue, and in one genera- 
tion most of the ancient zemindars had 
ceased to exist. Other families, mostly 
the descendants of Calcutta money 
dealers, or of native officials who had 
enriched themselves under the British 
government, now occupy their place ; 
and live as useless drones on the soil 
which has been given up to them. 
Whatever the government has sacri- 
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ficed of its pecuniary claims, for tlie 
creation of such a class, has at the best 
been wasted. 

In the parts of India into which the 
British rule has . been more recently 
introduced, the blunder has been avoided 
of endowing a useless body of great 
landlords with gifts from the public 
rivenue. In most parts of the Madras 
and in part of the Bombay Presidency, 
the rent is paid directly to the govern- 
ment by the immediate cultivator. 
In the North-Western Provinces, the 
government makes its engagement 
with the village community collec- 
tively, determining the share to be paid 
by each individual, but holding them 
jointly responsible for each other’s de- 
fault. But in the greater part of India, 
the immediate cultivators have not ob- 
tained a perpetuity of tenure at a fixed 
rent. The government manages the 
land on the principle on which a good 
Irish landlord manages his estate : 
not putting it up^ to competition, not 
asking the cultivators what they 
will promise to pay, but determining 
for itself what they can afford to pay, 
and defining its demand accordingly. 
In many fistricts a portion of the 


cultivators are considered as tenants of 
the rest, the government making its 
demand from those only (often a 
numerous body) who are looked upon, 
as the successors of the original settlers 
or conquerors of the village. Some- 
times the rent is fixed only for one 
year, sometimes for three or five ; but 
the uniform tendency of present policy 
is towards long leases, extending, in 
the northern provinces of India, to a 
term of thirty years. This aiTange- 
ment has not existed for a sufficient 
time to have shown by experience,, 
how far the motives to improvement 
which the long lease creates in the 
minds of the cultivators, fab short of 
the influence of a perpetual settle- 
ment.* But the two plans, of annual 
settlements and of short leases, are 
irrevocably condemned. They can only 
be said to have succeeded, in compari- 
son with the unlimited oppression whicb 
existed before. They are approved by 
nobody, and were never looked upon in 
any other light than as temporary ar- 
rangements, to be abandoned when a 
more complete knowledge of the capa- 
bilities of the country should afford 
data for something more permanent. 


CHAPTEB X. 

MEANS OF ABOLISHING- COTTIER TENANCY. 


§ 1. When the first edition of this 
work was written and published, the 
question, what is to he done with a 
cottier population, was to the English 
Government the most urgent of prac- 
tical questions. The majority of a 
population of eight millions, having 
long grovelled in helpless inertness and 
abject poverty under the cottier sys- 
tem, reduced by its operation to mere 
food of the cheapest description, and to 
an incapacity of either doing or will- 
ing anything for the improvement of 
their lot, had at last, hy the failure 
of that lowest quality of food, been 
plunged into a state in which the 


alternative seemed to be either death, 
or to be permanently supported by 
other people, or a radical change in tlie 
economical arrangements under which 
it had hitherto been their misfortune 
to live. Such an emergency had com- 
pelled attention to the subject from 
the legislature and from the nation, but 
it could bardly be said with much re- 
sult ; for, the evil having originated in 
a system of land tenancy which with- 
drew from the people every motive to 
* Since this was written, the resolution has 
been adopted by the Indian Government of 
converting the long leases of the Northern 
Provinces into perpetual tenures at Soced 
rents. 
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indtistry or tlirift except the fear of 
starvation, the remedy , provided hj 
Parliament was to take away even 
that, by conferring on them a lepl 
claim to eleemosynary support : while, 
towards correcting the cause of the 
mischief, nothing was done, heyond 
vain complaints, though at the price 
to the national treasury of ten millions 
sterling for the delay. 

“It Is needless,” (I observed) “to 
expend any argument in proving that 
the very foundation of the economical 
evils of Ireland is the cottier system; 
that while peasant rents fixed by com- 
petition are the practice of the country, 
to expect industry, useful activity, any 
restraint on population but death, or 
any the smallest diminntionof poverty, 
is to look for figs on thistles and grapes 
on th orns. If our practical statesmen 
are not ripe for the recognition of this 
fact ; or if while they acknowledge it 
in theory, they have not a sufficient 
feeling of its reality, to be capable of 
ibunding upon it any course of con- 
duct; there is still another, and a 
purely physical consideration, from 
which they will find it impossible to 
escape. If the one crop on which the 
people have hitherto supported them- 
selves continues to be precarious, either 
some new and great impulse must he 
given to agricultural skill and industry’’, 
or the soil of Ireland can no longer feed 
anything like its present population. 
The whole produce of the western half 
of the island, leaving nothing for rent, 
will not now keep permanently in ex- 
istence the w’hole of its people: and 
they will necessarily remain an anniTal 
charge on the taxation of the empire, 
until they are reduced either by emi- 
gration or by starvation to a number 
corresponding with the low state of 
their industry, or unless the means are 
found of making that industry much 
more productive.” 

Since these words were witten, 
events unforeseen by any one have 
saved the English rulers of Ireland from 
the embarrassments wliich would have 
been the just penalty of their indiffer- 
ence and want of foresight. Ireland 
under cottier agriculture, could no 
longer supply food to its population : 


Parliament, by way of remedy, ap- 
plied a stimulus to population, but 
none at all to production; the help, 
however, which had not been provided 
for the people of Ireland by political 
wisdom, came from an unexpected 
source. Self-supporting emigration— 
the Wakefield system, brought into 
effect on the voluntary principle and 
on a gigantic scale (the expenses of 
those who followed being paid from the 
earnings of those who went before) 
has, for the present, reduced the popu- 
lation down to the number for wliich 
the existing agricultural system can 
find employment and support. The 
census of 1851, compared with that of 
1841, showed in round numbers a 
diminution of population of a million 
and a half. The subsequent census (of 
1861) shows a further diminution of 
about half a million. The Irish hav- 
ing thus found the way to that^ 
flourishing continent which for genera- 
tions will be capable of supporting in 
undiminished comfort the increase of 
the population of the whole world ; the. 
peasantry of Imlaud having learnt to 
fix their eyes on a terrestrial paradise 
beyond the ocean, as a sure refuge 
both from the oppression of the Saxon 
and from the tjr^inny of nature ; there 
can belittle doubt that however .much 
the employment for agricultural labour 
may hereafter he diminished by the 
general introduction throughout Ire- 
land of English farming, or even if like 
the county of Sutherland all Ireland 
should he turned into a grazing farm, 
the superseded people would migrate 
to America with the same rapidity, and 
as free of cost to the nation, as the 
million of Irish who went thither during 
the .three years previous to 1851. 
Tho^e 'who think that the land of a 
I country exists for the sake of a few 
thousand landowners, and that as long 
as rents are paid, society and govern- 
ment have fulfilled their function, may 
see in this consummation a hai^py end 
to Irish difficulties. 

Blit this is not a time, nor is the 
human mind now in a condition, in 
which such insolent pretensions can he 
maintained. The land of Ireland, the 
land of every country, belongs to the 
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people of that cotintry. The indmduals 
called landowners have no right, in 
inoralitj and justice, to anything hut 
the rent, or compensation for its sale- 
able value. With regard to the land 
itself, the paramount consideration is, 
by what mode of appropriation and of 
cultivation it can he made most useful 
to the collective body of its inhabitants. 
To the owners of the rent it may be 
very convenient that the bulk of the 
inhabitants, despairing, of justice in the 
country where they and their ances- 
tors have lived and suffered, should 
seek on another continent that property 
in land which is denied to them at 
home. But the legislature of the em- 
pire ought to regard with other eyes 
the forced expatriation of millions of 
people. When the inhabitants of a 
country quit the country en masse be- 
cause its Government will not make it 
a • place fit for them to live in, the 
Government is judged and condemned. 
There is no necessity for depriving the 
landlords of one farthing or the pecu- 
niary value of their legal rights ; but 
justice requires that the actual culti- 
vators should be enabled to become in 
Ireland what they will become in 
America — proprietors of the soil which 
they cultivate. 

Good policy requires it no less. Those 
who, knowing neither Ireland nor &ny 
foreign country, take as their sole 
standard of social and economical ex- 
cellence English practice, propose as 
the single remedy for Irish wretched- 
ness, the transformation of the cottiers 
into hired lahourers. But this is rather 
a scheme for the improvement of IJiish 
agriculture, than of the condition of the 
Irish people. The status of a day- 
labourer has no charm for infusing fore- 
thought, frugality, or self-restraint, into 
ja people devoid of* them. If the Irish 
peasantry could he universally changed 
into receivers of wages, the old habits 
and mental characteristics of the people 
remaining, we should merely see four 
or five luillions of people living as day- 
labourers in th,e same wTetched manner 
in which as cottiers they lived before ; 
equally passive in the absence of every 
comfort, equally reckless in multipli- 
cation, and even, perhaps, equally list- 


less at their work ; since they could not 
be dismissed in a body, and if they could, 
dismissal 'would now he simply remand- 
ing them to the poor-rate. Far other 
would he the efieot of making them 
peasant proprietors. A people who in 
industry and providence have every- 
thing to learn-- who are confessedly 
among the most backward of European 
populations in the industrial virtues-— 
require for their regeneration the most 
powerful incitements by which those 
virtues can be stimulated : and there is 
no stimulus as yet comparable to pro- 
perty in land. A permanent^ interest 
in the soil to those who till it, is almost 
a guarantee for the most ♦unwearied 
laboriousness : against over-population, 
though not infallible, it is the best 
preservative yet kno-wn, and where it 
failed, .any other plan would probably 
fail much more egregiously; the evil 
would be beyond the reach of merely 
economic remedies! 

The case of Ireland is similar in its 
requirements to that of India. In India, 
though gi’eat errors have from time to 
time been committed, no one ever pro- 
posed, under the name of agricultural 
improvement, to eject the ryots or pea- 
sant farmers from their possession ; the 
improvement that has been looked for, 
has been through making their tenure 
more secure to them, and the sole dif- 
ference of opinion is between those who 
contend for perpetuity, and those who 
think that long leases will suffice. The 
same question exists as to Ireland; and 
itwould be idle to deny that long leases, 
under such landlords as are sometimes 
to he found, do efiect wonders, even in 
Ireland. But then, they must he leases 
at a low rent. Long leases are in no 
way to be relied on for getting rid of 
cottierism. During the existence of 
cottier tenancy, leases have always been 
long ; twenty-one years and three lives 
concurrent, wms a usual term. But the 
rent being fixed by competition, at a 
higher amount than could be paid, so 
that the tenant neither had, nor could 
by any exertion acquire, a beneficial 
interest in the land, the advantage of 
a lease was merely nominal. In India, 
the government, whei’e it has not im- 
prudently made over its proprietary 
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riglits to the zemindars, is able to pre- 
vent this eviJ, because, being itself the 
landlord, it can fix the rent according 
to its ovn jndgment ; bnt under indi- 
Yidual landlords, 'while rents are fixed 
by competition, and the competitors are 
a peasantry straggling for subsistence, 
nominal rents are inevitable, unless the 
population is so thin, that the compe- 
tition itself is only nominal. The ma- 
jority of landlords will grasp at imme- 
diate money and immediate power ; 
and so long as they find cottiers eager 
to offer them everything, it is useless to 
rely on them for tempering the vicious 
practice by a considerate self-denial. 

A perpetuity is a stronger stimulus 
to improvement than a long lease : not 
only because tbe longest lease, before 
coming to an end, passes through all 
the varieties of short leases down to no 
lease at all ; but for more fondamental 
reasons. It is very shallow, even in 
pure economics, to take no accoimt of 
tbe influence of imagination : there is 
a virtue in “for ever’^ beyond the 
longest term of years ; even if the term 
is long enough to include children, and 
all whom a person individually cares 
for, yet until he has reached that high 
degree of mental cultivation at which 
the public good (which also includes 
perpetuity) acquires a paramount as- 
cendancy over his feelings and desires, 
he will not exert himself with the same 
ardour to increase the value of an es- 
tate, his interest in which diminishes 
in value every year. Besides, while 

O etnal tenure is the general rule of 
ed property, as it is in all the 
countries of Europe, a tenure for a 
limited period, however long, is sure to 
be regarded as something of inferior 
consideration and dignity, and inspires 
less of ardour to obtain it, and of attach- 
ment to it when obtained. But where 
a country is under cottier tenure, the 
question of perpetuity is-quite Secondary 
to the more important point, a limita- 
tion of the rent. Eent paid by a capi- 
talist who farms for profit, and not for 
bread, may safely be abandoned to 
competition; rent paid by labourers 
cannot, unless the labourers were in a 
state of civilization and improvement 
which labourers have nowhere yet 
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reached, and cannot easily reach under 
such a tenure. Peasant rents ought 
never to he arbitrary, never at tbe dis- 
cretion of the landlord : either by cus- 
tom or law, it is imperatively necessary 
that they should be fixed ; and where 
no mutually advantageous custom, such 
as the metayer system of Tuscany, has 
established itself, reason and experience 
recommend that they should be fixed 
by authority: thus changing the rent 
into a quit-rent, and the farmer into a 
peasant proprietor. 

For carrying this change into effect • 
on a sufficiently large scale to accom- 
plish the complete abolition of cottier 
tenancy, the mode which most obvi- 
ously suggests itself is the direct one, 
of doing the thing outright by Act of 
Parliament ; making tbe whole land of 
Ireland the property of the tenants, 
subject to the rents now really paid 
(not the nominal rents), as a fixed rent 
charge. This, under the name of 
“fixity of tenure,” was one ^ of the de- 
mands of the Kepeal Association dur- 
ing the most successful period of their 
agitation; and was better expressed by- 
Mr. Conner, its earliest, most entbusi- 
astic, and most indefatigable apostle,* 
by tbe words, “ a valuation and a per- 
petuity.” In such a measure there 
would not have been any injustice, pro- 
vided the landlords were compensated 
for the present value of the chances of 
increase which they were prospectively 
required to forego. The rupture of ex- 
isting social relations would hardly have 
been more violent than that effected by 
tbe ministers Stein and Tlardenberg, 
-^ffien, by a series of edicts, in the early 
part of the present century, they revo- 
lutionized the state of landed property 
in the Prussian monarchy, and left their 
names to posterity among the greatest 
benefactors of tbeir country. To en- 
lightened foreigners writing on Ireland^ 
Von Eanmer and Gustave de Beau- 
mont, a remedy of this sort seemed so 
exactly and obviously wbat the disease 
required, that they had some difficulty 

Author of numerous pamphlets, entitled 
“True Political Economy of Ireland/* 
“Letter to the Earl of Devon/* “Two- 
Letters on the Raokrent oppression of Ire- 
land,” and others. Mr. Conner has been an 
agitator on the subject since 1832. 
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in comprelieiiding Low it was that the 
thing was not yet done. 

This, however, would have been, in 
the first place, a complete expropriation 
of the higher classes of Ireland : which, 
if there is any truth in the principles 
we have laid down, would he perfectly 
warrantable, but only if it were the -sole 
means of effecting a great public good. 
In the second place, that there should 
be none but peasant proprietors, is in 
itself far from desirable. Large farms, 
cultivated by large capital, and owned 
by persons of the best education which 
the country can give, persons qualified 
by instruction to appreciate scientific 
discoveries, and able to bear the delay 
and risk of costly experiments, are an 
important part of a good agricultural 
system. Many such landlords there 
are even in Ireland ; and it would be a 
public misfortune to drive them from 
their posts. A large proportion also of 
the present holdings are probably still 
too small to try the proprietary system 
under the greatest advantages : nor are 
the tenants always the persons one 
would desire to select as the first occu- 
pants of peasant-properties. There are 
numbers of them on whom it would 
have a more beneficial effect to give 
them the hope of acquiring a landed 
property by industry and frugality, 
than the property itself in immediate 
possession. 

There are, however, much milder 
measures, not open to similar objec- 
tions, and which, if pushed to the 
utmost extent of which they are sus- 
ceptible, would realize in no incon- 
siderable degree the object sought. 
One of them would be, to enact that 
whoever reclaims waste land becomes 
the owner of it, at a fixed quit-rent 
equal to a moderate interest on its 
mere value as waste. It would of 
course be a necessary part of this mea- 
sure, to make compulsory on landlords 
the surrender of waste lands (not of an 
ornamental character) whenever re- 
quired for reclamation. Another ex- 
pedient, and one in which individuals 
could co-operate, would be to buy as 
much as possible of the land offered for 
sale, and sell it again in small portions 
as peasant- properties. A Society for 


this purpose was at one time projected 
(though the attempt to establish it 
proved unsuccessful) on the principles, 
so far as applicable, of the Freehold 
Land Societies which have been so 
successfully established in England, 
not primarily for agricultural, but for 
electoral purposes. 

This is a mode in which private 
capital may he employed in renovating 
the social and agricultural economy of 
Ireland, not only without sacrifice but 
with considerable profit to its owners. 
The remarkable success of the Waste 
Land Improvement Society, which 
.proceeded on a plan far less advan- 
tageous to the tenant, is an instance 
of what an Irish peasantry can be 
stimulated to do, by a sufficient assur- 
ance that what they do will he for 
their own advantage. It is not even 
indispensable to adopt perpetuity as 
the rule ; long leases at moderate rents, 
like those of the Waste Land Society, 
would suffice, if a prospect were held 
out to the farmers of being allowed to 
purchase their farms with the capital 
which they might acquire, as the 
Society’s tenants were so rapidly 
acquiring under the influence of its 
beneficent system.'* When the lands 
* Though this society, during the years 
succeeding the famine,. -was forced to wind 
I up its affairs, the memory of what it accom- 
I plished ought to be preserved. The follow- 
ing is an extract in the Proceedings of Lord 
Devon’s Commission (page 84), from the re- 
port made to the society in 1845, by their 
intelligent manager, Colonel Robinson : — 

“ Two hundred and forty-five tenants, 
many of whom were a few years since in a 
state bordering on pauperism, the occupiers 
of small holdings of from ten to twenty 
plantation acres each, have, by their own 
1 free labour, with the societys aid, improved 
i their farms to the value of 4396Z.J 605/. having 
been added during the last year, being at the 
rate of 17/. 18». per tenant for the whole 
term, and 2/. for the past year; the benefit 

of which improvements each tenant will 
enjoy during the unexpired term of a thirty- 
one yearsMease. 

These 245 tenants and their families have, 
by spade industry, reclaimed and brought 
into cultivation 1032 plantation acres of land, 
previously unproductive mountain waste, upon 
which they grew, last year, ci'ops valued by 
competent practical persons at 3896/., being 
in the proportion of 15/. 1 S{j. each tenant; 
and their live stoch, consisting of cattle, 
horses, sheep, and pigs, now actually upon 
the estates, is valued, according to the pre- 
sent prices of the neighbouring markets, at 
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were sold, the funds of the association 
•would he liberated, and it might re- 
commence operations in some other 
quarter, 

§ 2. Thus far I had written in 
1856.^ Since that time the gi’eat crisis 
of Irish industry has made further 
progress, and it is necessary to con- 
sider ho%y its present state affects the 
opinions, on prospects or on practical 
measures,^ expressed in the previous 
part of this chapter. 

The principal change in the situa- 
tion consists in the gi-eat diminution, 
holding out a hope of the entire ex- 
tinction, of cottier tenure. The enor- 
mous decrease in the number of small 
holdings, and increase in those of a 
medium size, attested hy the statistical 
returns, sufficiently proves the general 
fact, and all testimonies sho-^’- that the 
tendency still continues.* It is proha- 

4162Z., of which 1304Z. has been added since 
February 1844, being at the rate of 16/. 19s. 
for the whole period, and 5/. 6s. for the last 
year ; during which time their stock has thus 
increased in value a sura equal to their present 
annual rent ; and by the statistical tables and 
returns referred to in previous reports, it is 
proved that the tenants, in general, improve 
their little farms, and increase their cultiva- 
tion and crops, in nearly direct proportion to 
the number of available working persons of 
both sexes, of which their families consist.** 

There cannot be a stronger testimony to 
the superior amount of gross, and even of net 
produce, raised by small farming under any , 
tolerable system of landed tenure; and it 
is worthy of attention that the industry 
and sceal were greatest among the smaller 
holdet:s; Colonel Robinson noticing, as ex- 
ceptions to the remarkable and rapid pro- 
gress of improvement, some tenants who 
w'ere “ occupants of larger farms than twenty 
acres, a class too often deficient in the endur- 
ing industry indispensable for the successful 
prosecution of mountain improvements.’* 

* There is, however, a partial counter- 
current, of which I have not seen any public 
notice. ** A class of men, not very numerous, 
but sufficiently so to do much mischief, have, 
through the Landed Estates Court, got into 
possession of land in Ireland, who, of all 
classes, are least likely to recognise the 
duties of a landlord’s position. These are 
small traders in towns, who by dint of sheer 
parsimony, frequently combined with 
money-lending at usurious rates, have suc- 
ceeded, in the course of a long life, in scrap- 
ing together as much money as will enable 
them to buy fifty or a hundred acres of land. 
These people never think of turning far- 
mers, hut, proud of their position as land- 
lords, proceed to turn it to the utmost 


hie that the repeal of the corn laws, 
necessitating a change in the exports 
of Ireland from the products of tillage 
to those of pasturage, would of itself 
have sufficed to bring about this revo- 
lution in tenure. A grazing farm can 
only he managed by a capitalist farmer, 

account. An instance of this kind came 
under my notice lately. The tenants on the 
property were, at the time of the purchase, 
some twelve years ago, in a tolerably com- 
fortable state. Within that period their 
rent has been raised three several times ; and 
it is now, as I am informed by the priest of 
the district, nearly double its amount at the 
commencement of the px’esent proprietor’s 
reign. The result is that the people, who 
were formerly in tolerable comfort, are 
now reduced to poverty : two of them have 
left the property and squatted near an adja- 
cent turf bog, where they exist trusting for 
support to occasional jobs. If this man is 
not shot, he will injure himself through the 
deterioration of his property, but meantime 
he has been getting eight or ten per cent on 
his purchase-money. This is by no means a 
rare case. The scandal which such occur- 
rences! cause, casts its reflection on transac- 
tions of a wholly different and perfectly 
legitimate kind, w'here the removal of the 
tenants is simply an act of mercy for all 
parties. 

“The anxiety of landlords to get rid of 
cottiers is also to some extent neutralized by 
the anxiety of middlemen to get them. About 
one-fourth -of the whole land of Ireland is 
held under long leases ; the rent received 
when the lease is of long standing, being 
generally greatly under the real value of the 
land. It rarely happens that land thus held 
is cultivated by the owner of the lease ; in- 
stead of this, he sublets it at a rack rent to 
small men, and lives on the excess of the rent 
which he receives over that which he pays. 
Some of these leases are always running 
out ; and as they draw towards their close, 
the middleman has no other interest in the 
land than, at any cost of permanent deterio- 
ration, to get the utmost out of it during the 
unexpired period of the term. For this pur- 
pose the small cottier tenants precisely an- 
swer his turn. Middlemen in this position 
are as anxious to obtain cottiers as tenants, 
as the landlords are to be rid of them ; and 
the result is a transfer of this sort of tenant 
from one class of estates to the other. The 
movement is of limited dimensions, hut it 
does exist, and so far as it exists, neutralizes 
the general tendency. Perhaps it may be 
thought that this system will reproduce 
itself; that the same motives which led to 
the existence of middlemen will perpetuate 
the class ; but there is no danger of this. 
Landowners are now perfectly alive to the 
ruinous consequences of this system, how- 
ever convenient for. a time ; and a clause 
againstsub-lettingis now becoming a matter 
of course in every lease,*’— -(Pmoie Commm 
nicatwnfrom^BrofessofCavtnes,) 
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orby tlie landlord. Bnt a cliange in- 
volving so great a displacement of tlie 
population, has been immensely facili- 
tated and made more rapid by the vast 
emigration, as well as by that greatest 
boon ever conferred on Ireland by any 
Government, the Encumbered Estates 
Act ; the best provisions of which have 
since, through the Landed Estates 
Court, been permanently incorporated 
into the social system of the country. 
The greatest paii of the soil of Ireland, 
thei’e is reason to believe, is now farmed 
either by the landlords, or by small 
capitalist farmers. That these far- 
mers are improving in circumstances, 
and accumulating capital, there is con- 
siderable evidence, in particular the 
great increase of deposits in the banks 
of which they are the principal cus- 
touiers. So far as that class is con- 
cerned, the chief thing still wanted is 
security of tenure, or assurance of 
compensation for improvements. The 
means of supplying these wants are 
now engaging the attention of the 
most competent minds; Judge Long- 
field’s address, in the autumn of 1864, 
and the sensation created by it, are an 
era in the, subject, and a point has now 
been reached when we may confidently 
expect that within a very few years 
something effectual will be done. 

But what, meanwhile, is the con- 
dition .of the displaced cottiers, so far 
as they have not emigrated ; and of the 
whole class who subsist by agricultural 
labour, without the occupation of any 
land ? As yet, their state is one of 
great poverty, with but slight px’ospect 
of improvement. Money wages, in- 
deed, have risen much above the 
wretched level of a generation ago : but 
the cost of subsistence has also risen 
60 much above the old potato standard, 
that the real improvement is not equal 
to the nominal ; and according to the 
best information to which I have access, 
there is little appearance of an im- 
proved standard of living among the 
class. The population, in fact, reduced 
though it be, is still far beyond what 
the country can support as a mere 
gTaring district of England. It may 
not, perhaps, be strictly true that, if 
the present number of inhabitants are 


to be maintained at heme, it can only 
be either on the old vicious system of 
cottierism, or as small proprietors grow- 
ing their own food. The lands which 
will remain under tillage would, no 
douht, if sufficient security for outlay 
were given, admit of a more extensive 
employment of labourers by the small 
capitalist farmers; and tin's, in the 
opinion of some competent judges, 
might enable the country to supportriie 
present number of its population in 
actual existence. But no one will pre- 
tend that this resource is sufficient to 
maintain them in any condition in 
which it is fit that the great body of 
the peasantry of a country should 
exist. Accordingly the emigration, 
which for a time had fallen off, has, 
under the additional stimulus of had 
seasons, revived in -all its strength. It 
is calculated that wdthin the year 18C4 
not less than 200,000 emigrants left 
the Irish shores. As far as regards 
the emigrants themselves and their 
posterity, or the general interests of 
the human race, it would be folly to 
rogret this result. The children of the 
immigrant Irish receive the education 
of Americans, and enter, more rapidly 
and completely than would have been 
possible iu the country of their de- 
scent, into ^ the benefits of a higher 
state of cirilization. In twenty or 
thirty years they are not mentally dis- 
tinguishable from other Americans. 
The loss, and the disgrace, are 
England’s : and it is the English 
people and government wdiom it chiefly 
concerns to ask themselves, how far 
it will be to their honour and advan- 
tage to retain the mere soil of Ire- 
land, but to lose its inhabitants. With 
the present feelings of the Irish people, 
and the direction which their hope of 
improving their condition seems to be 
permanently taking, England, it is pro- 
bable, has only the choice between the 
depopulation of Ireland, and the con- 
version of a part of the labouring 
population into peasant proprietors. 
The truly insular ignorance of her 
public men respecting a form of agri- 
cultural economy w’hich predominates 
in nearly every other civilized country, 
makes it only too probable that she 
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will choose. tlie side of the alter- 

native. Yet there are germs of a ten- 
dency to the formation of peasant pro- 
prietors on Irish soil, which require 
oiiy the aid of a friendly legislator to 
foster them ; as is shown in the follow- 
ing extract from a private communica- 
tion by my eminent and valued Mend, 
Professor Gairnes : — 

“ On the sale, some eight or ten 
ears ago, of the Thomond, Portar- 
ngton, and Kingston estates, in the 
Encumhered Estates Court, it was ob- 
served that a considerable number of 
occupying tenants purchased the fee 
of their farms. I have not been able 
to obtain any information as to what 
followed that proceeding— whether the 
purchasers continued to farm their 
small properties, or under the mania of 
landlordism tried to escape from their 
former mode of life. ^But there are 
other facts which have a hearing on 
this question. In those parts of the 
country where tenant-right prevails, 
the prices given for the goodwill of a 
farm are enormous. The following 
figures, taken from the schedule of an 
estate in the neighbourhood of Kewry, 
now passing through the Landed 
Estates Court, will give an idea, hut 
a very inadequate one, of the prices 
which this mere customary right gene- 
rally fetches. 

‘‘ Statement showing the prices at 
which the tenant-right of certain farms 
near Kewry was sold : — 

Anrps Purcbase-money 

Acres, aeiit. of tenant-right. 

Lot 1 23 ...£74 ... £33 

2 24 ... 77 ... 240 

3 13 ... 39 ... 110 

4 14 ... 34 ... 85 

5 10 ... 33 ... 172 

0 5 ... 13 ... 75 

7 8 ... 25 ... 130 

8 11 ... 33 ... 130 

9 2 ... 5 ... 5 

110 £334 £980 

The prices here repi'esent on the 
whole about three years’ purchase of 
the rental : hut this, as I have said, 
gives hut an inadequate idea of that 
which is frequently, indeed of that 
which is ordinarily, paid. The right, 
being purely customary, will vary in 
value with the confidence generally re- 


posed in the good faith of the land- 
lord. In the present instance, circum- 
stances have come to light in the course 
of the proceedings connected with the 
sale of the estate, which give reason to 
believe that the confidence in this case 
was not high ; consequently, the rates 
above given may be taken as consider- 
ably under those which ordinarily pre- 
vail. Cases, as I am informed on the 
highest authority, have in other parts 
of the country come to light, also in the 
Landed Estates Court, in which the 
price given for the tenant-right was 
equal to that of the whole fee of the 
land. It is a remarkable fact that 
people should be found to give, say 
twenty or twenty-five years’ purchase, 
for land which is still subjject to a good 
round rent. "Why, it will be asked, do 
they not purchase land out and out for 
the same, or a slightly larger, sum ? 
The answer to this question, I believe, 
is to he found in the state of our land 
laws. The cost of transferring land in 
small portions is, relatively to the pur- 
chase money, very considerable, even 
in the Landed Estates Court; while 
the goodwill of a farm may be trans- 
ferred without any cost at aU. The 
cheapest conveyance that could be 
drawn in that Com’t, where the utmost 
economy, consistent with the present 
mode^ of remunerating legal services, 
is strictly enforced, would, irrespective 
of stamp duties, cost lOl . — a very 
sensible addition to the purchase of a 
small peasant estate : a conveyance to 
transfer a thousand acres might not 
cost more, and would probably not cost 
much more. But in truth, the mere 
cost of conveyance represents but the 
least part of the obstacles which exist 
to obtaining land in small portions. A 
far more serious impediment is the 
complicated state of tlie ownership of 
land, which renders it frequently im- 
practicable to subdivide a property into 
such^ portions as would bring the land 
within the reach of small bidders. The 
remedy for this state of things, how- 
ever, lies in measures of a more radical 
sort than I fear it is at all probable 
that any House of Commons we are 
soon likely to see would even with 
patience consider. A registry of titles 
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inay succeed in reducing this complex 
condition of ownerfeJnp to its simplest 
, expression; but 'wb -re real complica- 
tion exists, the difficulty is not to be 
got rid of by mere simplicity of form ; 
and a registry of titles — ^wMIe the 
powers of disposition at present enjoyed 
by landowners remsdn undiminished, 
while every settlor and testator has 
an almost unbounded licence to multi- 
ply interests in land, as pride, the 
passion for dictation, or mere whim 
may suggest— will, in my opinion, fail 
to reach the root of the evil. The 
effect of these circumstances is to place 
an immense premium upon large deal- 
ings in land — ^indeed in most cases 
practically to preclude all other than 
large dealings ; and while this is the 
state of the law, the experiment of 
peasant proprietorship, it is plain, 


cannot be^ fairly tried. The facts, how- 
ever, which I have stated show, I 
think, conclusively, that there is no 
obstacle in the disposition of the people 
to the introduction of this system.’’ 

I have concluded a discussion, which 
has occupied a space almost dispro- 
portioned to the dimensions of this 
work ; and I here close the examina- 
tion of those simpler forms of social 
economy in which the produce, of the 
land either belongs xmdividedly to one 
class, or is shared only between two 
classes. We now proceed to the hypo- 
thesis of a threefold division of the pro- 
duce, among labourers, landlords, and 
capitalists ; and in order to connect the 
coming discussion as closely as possible 
with those which have now tor some 
time occupied us, I shall commence 
with the subject of Wages. 


CHAPTEE XL 


§1. Under the head of Wages are 
to be considered, first, tbe causes which 
determine or influence the wages of 
labour generally, and secondly, the 
differences that exist between the 
wages of different employments. It 
is convenient to keep these two classes 
of consideration separate ; and in dis- 
cussing the law of wages, to proceed 
in the first instance as ff there were no 
other kind of labour than common un- 
skilled labour, of the average degree of 
hardness and disagreeableness. 

Wages, like other things, may be re- 
•gulated either by competition or by 
custom. In tbis country there are few 
kinds of labour of which the remunera- 
tion would not he lower than it is, if the 
employer took the full advantage of com- 
petition. Competition, however, must be 
regarded, in the present state of society, 
as the principal regulator of wages, and 
custom or individual character only as 
a modifying cil'cumstance, and that in 
a comparatively slight degree. 

W ages, then, depend mainly upon ' 



the demand and supply of labour ; or 
as it' is often expressed, on the propor- 
tion between population and capital. 
By population is here meant the num- 
ber only of the labouring class, or 
rather of those who work for hire ; and 
by capital, only circulating capital, and 
not even the whole of that, hut the part 
which is expended in the direct pur- 
chase of labour. , To this, however, 
must he added all funds which, with- 
out forming a part of capital, are paid 
in exchange for labour, such as the 
i wages of soldiers, domestic servants, 
i and all other unproductive labourers. 
There is unfortunately no mode of ex- 
pressing by one familiar term, the ag- 
gregate of what may be called the 
wages-fund of a country : and as the 
wages of productive labour form nearly 
the whole of that fund, it is usual to 
overlook the smaller and less important 
part,%nd to say that wages depend on 
population and capital. It will be con- 
venient to employ this expression, re- 
memherijig, however, to crnsider it as 
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elliptical, and not as a literal statement tunity remove Ms capital to some 
of the entire truth. other occupation, in which it would 

With these limitations of the terms, still continue to employ labour. The* 
wages not only depend upon the relative capital remains unemployed for 
amount of capital and population, hut time, during which the labour market 
cannot, under the nile of competition, is overstocked, and wages fall. After- 
he affected hy anything else. Wages wards the demand revives, and per- 
(meaning, of course, the general rate) hai)s becomes unusually brisk, en- 
cannotrise, hut hy an increase of the abling the manufacturer to sell his 
aggregate funds employed in hiring commodity even faster than he can 
labourers, or a diminution in the num- produce it : his "whole capital is then 
her of the competitors for hire ; nor fall, brought into complete-efficiency, and if 
except either by a diminution of the he is able, he borrows capital in addi- 
funds devoted to paying labour, or by tion, which would otherwise have gone 
an increase in the number of labourers into some other employment. At such 
to be paid. times wages, in his particular occupa- 

tion, rise. If we suppose, what in strict- 
§ 2. There are, however, some ness is not absolutely impossible, that 
facts in apparent contradiction to this one of these fits of briskness or of stag- 
doctrine, which it is incumbent on us nation should affect all occupations at 
to consider and explain. the same time, wages altogether might 

Tor instance, it is a common saying undergo a rise or a fall. These, however, 
that wages are high when trade ' is are hut tem;^orary fluctuations : the 
good. The demand for labour in any capital now lying idle will next year be 
particular employment is more press- in active employment, that which is this 
ing, and higher wages are paid, when year unable to keep up with the do- 
there is a brisk demand for the com- mand will in its turn he locked up in 
modity iDroduced ; and the contrary crow’ded warehouses ; and wages in 
when there is what is called a stagna- these several departments will ebb and 
tion : then workpeople ^are dismissed, flow accordingly : but nothing can per- 
and those who are retained must sub- manently alter general wages, except 
niit to a reduction of w'ages : though in an increase or a diminution of capital 
these cases there is neither more nor itself (always meaning by the term, the 
less capital than before. This is true ; funds of all sorts, destined for the pay- 
aiid is one of those complications in the ment of labour) compared with the quan- 
con Crete phenomena, which obscure tity of labour offering itself to be hired, 
and disguise, the operation of general Again, it is another common notion 
causes; but it is not really inconsistent that high prices make high wages; 
with the principles laid down. Capi- because the producers and dealers, 
tal which the owner does not employ being better off) can afford to pay more 
in purchasing labour, but keeps idle to their labourers. I have already said 
in his hands, is the same thing to the that a brisk demand, which causes 
h-ibourers, ^for the time being, as if it temporary high prices, causes also tem- 
did not exist. All capital is, from the porary high wages. But high prices, 
variations of trade, occasionally in in themselves, can only raise wages 
this state. A manufacturer, finding if the dealers, receiving more, are 
a slack demand for his commodity, induced to save more, and make an 
forbears to employ labourers in in-, addition to their caifital, or at least 
creasing a stock which he finds it diffi- to their purchases of labour. This 
cult to dispose of; or if he goes on un- is indeed likely enough to be the 
til all his capital is loc-ked up in unsold case ; and if the high prices came di- 
goods, then at least he must of '.giseces- rect from heaven, or even from abroad, 
sity pause until he can get paid for the labouring class might be henefited, 
sme of them. But no one expects not by the high prices tliemselves, but 
either of these states to be permanent ; by the increase of capital occasioned 
if he did, he would at the first oppor- by them. The same effect, however, 
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IS often attributed to a bigli price wHch 
is tile result of restrictive laws, or 
wliicli is in some way or other to be 
paid by the remaining members of the 
community; they having no greater 
means than before to pay it with. 
High prices of this sort, if they benefit 
one class of labourers, can only do so 
at the expense of others ; since if the 
dealers by receiving high prices are 
enabled to make greater savings, or 
otherwise increase their purchases of 
labour, all other people by paying those 
high prices, have their means of saving, 
or of purchasing labour, reduced in an 
equal degree ; and it is a matter /of 
accident whether the one alteration or 
the other will have the greatest effect 
on the labour market. Wages will 
probably be temporarily higher in the 
employment in which prices have 
risen, and somewhat lower in other 
employments : in which case, while the 
first half of the phenomenon excites 
notice, the other is generally over- 
looked, or if observed, is not ascribed 
to the cause which really produced it. 
INor will the partial rise of wages last 
long : for though the dealers in that 
one employment gain more, it does not 
follow that there is room to employ a 
greater amount of savings in their o^vn 
business: their increasing capital will 
probably flow over into other employ- 
ments, and there counterbalance the 
diminution previously made in the de- 
mand for labour by the diminished 
savings of other classes. 

Another opinion often maintained is, 
that wages (meaning of course money 
wages) vary with the price of food; 
rising when it rises, and Killing when it 
falls. This opinion is, I conceive, only 
partially true: and in so far as true, 
in no way affects the dependence of 
wages on the proportion between 
capital and labour : since the price of 
food, when it affects wages at all, affects 
them through that law. Dear or 
cheap food caused by variety of seasons 
does not affect wages (unless they are 
artificially adjusted to it by law or 
charity) : or rather, it has some ten- 
dency to afleot them in the contrary 
way to that supposed ; since in times of 
scarcity people generally compete more 
F.B. 


violently for employment, and lower 
the labour market against themselves. 
But dearness or cheapness of food, 
when of a permanent, characteiv and 
capable of being calculated on before- 
hand, may affect wages. In the first 
place, if the labourers have, as is ofteiT\ 
the case, no more than enough to keep 
them in working condition, and enable 
them barely to support the ordiiiaty 
number of children, it follows that if 
food grows permanently dearer without 
a rise of wages, a greater number of 
the children will prematurely die ; and 
thus wages will ultimately be higher, 
hut only because the number of people 
will be smaller, than if food had re- 
mained cheap. But, secondly, even 
though wages were high enough to 
admit of food’s hecoming more costly 
without depriving the labourers and 
their families of necessaries; though 
they could bear, physically speaking, 
to be worse ofl) perhaps they would 
not consent to be so. They might 
have habits of comfort which were to 
them as necessaries, and sooner than 
forego which, they would put an addi- 
tional resti’aint on their power of multi- 
plication; so that wages would rise, 
not by increase of deaths but by dimi- 
nution of births. In these cases, then, 
wages do adapt themselves to the price 
of food,, though after an inter vd of 
almost a generation. Mr. Bicardo 
considers these tivo cases to compre- 
hend all cases. He assumes, that there 
is everywhere a minimum rate of 
■wages : either the lowest with which 
it is physically possible to keep up the 
population, or the lowest with which 
the people will choose to do so. To 
this minimum he assumes that the 
general rate of wages always tends; 
that they can never be lower, beyond 
the ^ length of time required for a 
diminished rate of increase to make 
itself felt, and can never long continue 
higher. This assumption contains 
sufficient truth to render it admissible 
for the purposes of abstract science; 
andpie conclusion which Mr. Bicardo 
draws from it, namely, that wages in 
the long run rise and fall with the per- 
manent rise of food, is, like almost all 
his conclusions, true hypothetically, 
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tLat is, granting tlie suppositions from 
whicli he sets out. But in the appli- 
cation to practice, it is necessary^ to 
consider that the minimum of which 
he speaks, especially when it is not a 
physical, hut what may he termed a 
moral miuirbum, is itself liable to vary. 
If wages were previously so high that 
they could bear reduction, to which the 
obstacle was a high standard of com- 
fort habitual among the labourers, a 
rise of the price of food, or any other 
disadvantageous change in their cir- 
cumstances, may operate in two ways : 
it may correct itself hy a rise of wages, 
brought about through a gradual effect 
on the prudential check to population ; 
or it may permanently lower, the 
standard of living of the class, in case 
their previous habits in respect of popu- 
lation prove stronger than their pre- 
vious habits in respect of comfort. In 
that case the injury done to them will 
be permanent, and their deteriorated 
condition will l3ecome a new minimum, 
tending to perpetuate itself as the more 
ample minimum did before. It is to be 
feared that of the two modes in which the 
cause may operate, the last is the most 
frequent, or at all events sufficiently 
so, to render all propositions ascribing a 
self-repairing quality to the calamities 
which befal the labouring classes, prac- 
tically of no validity. There ds con- 
siderable evidence that the circum- 
stances of the agricultural labourers in 
England have more than once in our 
history sustained great permanent de- 
terioration, from causes which operated 
hy diminishing the demand for labour, 
and which, if population had exercised 
its power of self-adjustment in obedi- 
ence to the previous standard of com- 
fort, could only have had a temporary 
effect : hut nnhappiiy the poverty in 
which the class was plunged during a 
long series of years, brought that pre- 
vious standard into disuse; and the 
next generation, growing up without 
having possessed those pristine com- 
forts, multiplied in turn without any 
attempt to retrieve them.'^ ® 

* See the historical sketch of the condition 
of the English peasantry, prepared from the 
hest authorities hy Mr, 'William Thomtonj 


The converse case occurs when, by 
improvements in agriculture, the repeal 
of corn laws, or other such causes, 
the necessaries of the labourers are 
cheapened, and they are enabled with 
the same wages, to command greater 
comforts than before. fWages will not 
fall immediately; it is even possible 
that they may rise : but they will fall 
at last, so as to leave the labourers no 
better off than before, unless, during 
this interval of prosperity, the standard 
of comfort regarded as indispensable by 
the class, is permanently raised. Un- 
fortunately this salutary effect is by no 
means to be counted upon : itis a much 
more difficult thing to raise, than to 
lower, the scale of living which the 
labourers will consider as more indis- 
pensable than marrying and having a 
family. If they content- themselves 
with enjoying the greater comfort while 
it lasts, but do not learn to require it, 
they will people down to their old scale 
of living. If from poverty their children 
had previously been insufficiently fed 
or improperly nursed, a greater number 
will now be reared, and the competi- 
tion of these, when they grow up, will 
depress wages, probably in full pro- 
portion to the greater cheapness of 
food. If the effect is not produced in 
this mode, it will be produced by earlier 
and more numerous marriages, or by 
an increased number of births to a 
marriage. According to all experi-' 
ence, a great increase invariably takes 
place in the number of marriages, in 
seasons of cheap food and full employ- 
ment. I cannot, therefore, agree in 
the importance so often attached to the 
repeal of the corn laws, considered 
merely as a labourer’s question, or to 
any of the schemes, of which some one 
or other is at all times in vogue, for 
making the labourers a very little better 
off. Things which only affect them a very 
little, malm no permanent impression 
upon their habits^ and requirements, 
and they soon slide back into their 

in bis worli: entitled Over-Foputathn and Us 
Itemedy : a work honourably distinguished 
from most others which have been published 
in the present generation, by its rational 
treatment of questions affecting the econo* 
mica! condition of the labouring classes. 
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former state. To produce permanent 
advantage, the temporary cause operat- 
ing upon them must be sufficient to 
make a great change in their condi- 
tion— a change such as will be felt 
for many years, notwithstanding any 
stimulus which it may give duiing one 
generation to the increase of people. 
When, indeed, the improvement is_ of 
this signal character, and a generation 
grows up which has always been used 
to an improved scale of comfort, the 
hahits of this new generation in respect 
to population become formed upon a 
higher minimum, and the improvement 
in their condition becomes permanent. 
Of cases in point, the most remark- 
able is France after the Eevolution. 
The majority of the population being 
suddenly raised from misery, to inde- 
pendence and comparative comfort; 
the immediate effect was that popula- 
tion, notwithstanding the destructive 
wars of the period, started forward 
with unexampled rapidity, partly be- 
cause improved circumstances enabled 
many children to he reared who would 
otherwise have .4ied, and partly from 
increase of births. The succeeding 
generation however grew up with habits 
considerably altered ; .ana though the 
country was never before in so pros- 
perous a state, the annual number of 
biribs is now nearly stationary,'* and 
the increase of population extremely 
slow.f 

> Supra, pp. 177, 178. 

t A similar, though not an equal improve- 
ment in the standard of living took place 
among the labourers of England during the 
remarkable fifty years from 1715 to l765, 
which were distinguished by such an extra- 
ordinary succession of fine harvests (the 
years of decided deficiency not exceeding 
five in all that period) that the average 
price of wheat during those yeai*s was much 
lower than during the previous half century. 
Mr. Malthus computes that on the average 
of sixty yeai-s preceding 1720, the labourer 
could purchase with a day’s earnings only 
two-thirds of a peck of wheat, while from 
1720 to 1750 he could purchase a whole peck. 
The average price of wheat according to the 
Eton tables, for fifty years ending with 1715, 
w-as 41s. 7|d. the quarter, and for the last 
twenty-three of these, 4r5s. 8d., while for the 
fifty years following, it was no more than 
34s. lid. So considerable an improvement 
in the condition of the labouring class, 
though arising from the accidents of seasons, 
yet continuing for more than a generation. 


§ 3.^ Wages depend, then, on the 
proportion between the number of the 
labouring population, and the capital 
or other funds devoted to the purchase 
of labour; we will say, for sixortness, 
the capital. If wages are higher at 
one time or place than at another, if 
the subsistence and comfort of the class 
of hired labourers are more ample, it 
is for no other reason than because 
capital ^bears a greater proportion to 
population. It is not the absolute 
amount of accmnulation or of produc- 
tion, that is of importance to the 
labouring class ; it is not the amount 
even of the funds destined for distri- 
bution among the labourers : it is the 
proportion between those funds and the 
numbers among whom they are shared. 
The condition of the class can be bet- 
tered in no other way than by altering 
that proportion to their advantage : 
and every scheme for their benefit, 
which does not proceed on this a| its 
foundation, is, for all pemanent pur- 
poses, a delusion. 

In countries like North America and 
the Australian colonies, where the 
knowledge and arts of civilized life, 
and a high effective desire of accumu- 
lation, co-exist with a boundless extent 
of unoccupied land; the growth of 
capital easily keeps pace with the ^ 
utmost possible increase of population, 
and is chiefly retarded by the iiu- 
practicahility of obtaining labourers 
enough. All, therefore, who can pos- 
sibly be born, can find employment 
without overstocking the nxarket: 
every labouring family enjoys in abun- 
dance the necessaries, many of tbe 
' comforts, and some of the luxuries of 
life ; and, unless in case of individnai 
misconduct, or actual inability to work,- 
poverty does not, and dependence needs 
not, exjst. A similar advantage, 
though in a less degree, is occasionaily 

had time to work a change in the habitual 
requireraente of the labouring class; and 
this period is always noted as the date of ‘‘a 
marked improvement of the quality of the 
food consumed, and a decided elevation in 
the standard of their comforis and conve- 
niences.”— (Malthas, JPrinciples of Political 
JEconom^, p. 225.) For the character of the 
period, see Mr. Tooke’s excellent Mhtor,y qf 
PHce$t vol. i. pp. 38 to 61, and for the prices 
of com, the Appendix to that work. 

P 2 
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enjoyed "by some special class of la- 
bourers in old countries, from an extra- 
ordinarily rapid growth, not of capital 
generally, but of the capital employed 
in a particular occupation. So gigantic 
has been the progress of the cotton 
manufacture since the inventions of 
Watt and Arkwright, that the capital 
engaged in it has probably quadrupled 
in the time which population requires 
for doubling. While, therefore, it has 
attracted from other employments 
nearly all the hands which geogra- 
phical circumstanpes and the hahits or 
inclinations of the people rendered 
available ; and while the demand it 
createdfor infant labour has enlisted 
the immediate pecnniaiy interest of 
the operatives in favour of promoting, 
instead of restraining, the increase of 
population; nevertheless wages in the 
great seats of the manufacture are 
generally so high, that the collective 
ear]giings of a family amount, on an 
average of years, to a very satisfactory 
sum ; aud there is, as yet, no sign of 
permanent decrease, while the effect 
has also been felt in raising the general 
standard of agricultural wages in the 
counties adjoining. 

But those circumstances of a country, 
or of an occupation, in which popula- 
tion can with impunity increase at its 
utmost rate, are rare, and transitory. 
Veiy few are the countries presenting 
the needful union of conditions. Either 
' the industrial arts are backward and 
stationary, and capital therefore in- 
creases slowly ; or the effective desire 
of accumulation being low, the increase 
soon reaches its limit ; or, even though 
botli these elements are at their highest 
known degree, the increase of capital 
is checked, because there is not fresh • 
land to be resorted to, of as good 
quality as that already occupied, 
Though capital should for a time 
double itself simultaneously with popu- 
lation, if all this capital and popula- 
tion are to find employment on the 
same land, they cannot without an un- 
exampled succession of agrictiltural 
inventions continue doubling the pro- 
duce; therefore, if wages do not fall, 
profits must ; and when profits fall, 
mcrease of capital is slackened. Be- 


sides, eveii if wages did not fall, the 
price of food (as will be shown more 
fully hereafter) would in these circum- 
stances necessarily rise ;' which is equi- 
valent to a fall of wages. 

Except, therefore, in the very pecu- 
liar cases, which I have just noticed, 
of wliich the only one of any practical 
importance is that of a new colony, or 
a country in circumstances equivalent 
to it ; it is impossible that population 
should increase at its utmost rate 
without lowering wages. Nor will the 
fall be stopped at any point, short of 
that which either by its physical or its 
moral operation, checks the mcrease of 
population. In no old country, there- 
fore, does population increase at any- 
thing like its utmost rate ; in most, at 
a very moderate rate : in some countries 
not at all. These facts are only to be 
accounted for in two ways. Either 
the whole number of births which 
nature admits of, and which happen 
in some circumstances, do not take 
place ; or if they do, a large pr^ortion 
of those who are born, die. The re- 
tardation of increase results either from 
mortality or prudence ; from Mr. Mal- 
thus’s positive, or from his preventive 
check : and one or the other of these 
must and does exist, and very power- 
fully too, in all old societies. Wherever 
population is not kept down by the pru- 
dence either of individuals or of the state, 
it is kept down by starvation or disease. 

‘Mr. Malthus has taken great pains 
to ascertain, for almost every country 
in the world, which of these checks it 
is that operates : and the evidence 
which he collected on the subject, in 
his Essay on Population, may even 
now be read with advantage. Through- 
out Asia, and formerly in most Euro- 
pean countries in which the labouring 
classes were not in personal bondage, 
there is, or was, no restrainer of popu- 
lation but death. The mortality was 
not always the result of poverty: much 
of it proceeded from unsldlful and care- 
less management of children, from un- 
cleanly and otherwise unhealthy habits 
of life among the adult population, and 
fr'om the almost periodical occurrence 
of destructive epidemics. Throughout 
Europe these causes of shortened life 
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tare mucli diminislied, tut they have 
not ceased to exist. Until a period 
not very remote, hardly any of our 
large towns kept up its population, in- 
dependently of the stream always 
flowing into them from the mral dis- 
tricts : this "was still true of Liverpool 
until very recently; and even in Lon- 
don, the mortality is larger, and the 
average duration of life shorter, than 
in rural districts where there is much 
greater poverty. In Ireland, epidemic 
fevers, and deaths from the exhaustion 
of the constitution by insufficient 
nutnment, have always accompanied 
even the most moderate deficiency of 
the potato crop. Nevertheless, it cannot 
now be said that in any part of Eui-ope, 
population is principally kept down by 
disease, still less by starvation, either 
in a direct or in an indirect form. The 
agency by which it is limited is chiefly 
preventive, not (in the language of 
Mr, Malthus) positive. But ^ the pre- 
ventive remedy seldom, I believe, con- 
sists in the unaided operation of 
prudential motives on a class wholly 
or mainly composed of labourers for 
hire, and looking forward to no other 
lot. In England, for example, I much 
doubt if the generality of agrictiltural 
labourers practise any prudential re- 
straint whatever. They generally 
marry as early, and have as many 
children to a marriage, as they would 
or could do if they were settlers in the 
United States. Luring the generation 
which preceded the enactment of the 
present Poor Law, they received the 
most direct encouragement to this sort 
of improvidence : being not only as- 
sured of support, on easy terms, when- 
ever out of employment, but even when 
in employment, very commonly re- 
ceiving from the parish a weekly allow- 
ance proportioned to their number of 
children; and the married mth large 
families being always, from a short- 
sighted economy, employed in prefe- 
rence to the unmarried; which last 
premium on population still exists, 
tinder such prompting, the rural 
labourers acdnired habits of reckless- 
ness, which are so congenial to the un- 
cultivated mind, that in whatever 
manner uroduce^ they in general long 


survive their immediate causes. There 
are so many new elements at work in 
society, even in those deeper strata 
which are inaccessible to the mere 
movements on the surface, that it is 
hazardous to affirm anything positive 
on the mental state or practical im- 
pulses of classes and bodies of men, 
when the same assertion may be true 
to-day, and may require gi*eat modifi- 
cation in a few years time. It does, 
bowever, seem, that if the rate of in- 
crease of population depended solely 
on the agricultural labourers, it would, 
as far as dependent on births, and un- 
less repressed by deaths, be as rapid 
in the southern counties of England 
as in America. The restraining prin- 
ciple lies in the very gi’eat proportion 
of the population composed of the 
middle classes and the skilled artizans, 
who in this country almost equal in 
number tbe common labourers, and on 
whom prudential motives do, in a con- 
siderable degi*ee, operate. 

§ 4. "Where a labouring class who 
have no propert;^ but their daily wages, 
and no hope of acquiring it, refrain 
from over-ra|)id multiplication, the 
cause, I believe, has alwa-ys hitherto 
been, either actual legal restraint, or a 
custom of some sort which, mthout 
intention on their part, insensibly 
moulds their conduct, or affiords imme- 
diate inducements not to marry. It is 
not generally knovm in how many 
countries of Europe direct legal ob- 
stacles are opposed to improvident 
marriages. The communications made 
to the ori^nal Poor Law Commission 
by our foreign ministers and consuls in 
different parts of Europe, contain a 
considerable amount of information on 
this subject. Mr. Senior, in his pre- 
face to those communications,* says 
that in the countries which recognise a 
legal right to relief, “marriage on the 
part of persons in the actual receipt of 
relief appears to be everywhere prohi- 
bited, ’and the marriage of those who 
are not likely to possess the means of 
independent support is allowed by very 

* Forming an Appendi.'C (F) to the General 
Keport of the Commissioners, and also pub- 
lished by authority as a sepax’ate volume. 
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few. Tlina we are told that in Xorway 
no one can niaiTj witliout ^ skewing, 
to the satisfaction of the clergyman, 
that he is permanentlj settled in such 
a manner as to offer a fair prospect 
that he can maintain a family,’ 

“In Mecklenburg, that ‘marriages 
are delayed hy conscription in the 
twenty-second year, and military ser- 
vice for six years ; besides, the parties 
must have a dwelling, without which 
a clergyman is not permitted to marry 
them. The men marry at from twenty- 
five^ to thirty, the women not much 
earlier, as both mnst first gain hy ser- 
vice enough to establish themselves.’ 

“ In Saxony, that ‘a man may not 
mar^ before he is twenty-one years 
old, if liable to serve in the army. In 
Dresden, professionists (by which word 
artizans are probably meant) may not 
marry until they become masters in 
their trade.’ 

“In Wurtemherg, that ‘no man is 
allowed to marry till his twenty-fifth 
year, on account of his military duties, 
unless permission be especially ob- 
tained or purchased: at that age he 
mtst also' obtain permission, which is 
granted on proving that he and his 
wife would have together sufficient to 
maintain a family or to establish them- 
selves; in large towns, say from 800 
to 1000 florins (from 661. 135 . 4d to 
841. 3 , 9 . 4d.) ; in smaller, from 400 to 
500 florins: in villages, 200 florins 
(16?. 135. 4d)’”* 

■ The minister at Munich says, “ The 
great cause why the number of the 
•poor is kept so low in this country 
arises from, the prevention hy law of 
marriages in cases in which it cannot 
be proved that the parties have reason- 
able means of subsistence ; and thi.c! 
regulation is in all places and at ail 
times strictly adhered to. The effect 
of a constant and firm observance of 
this rule has, it is true, a considerable 
influence in keeping doivn the popula- 
tion of Bavaria, which is at present low 
for the extent of country, but if has a 
most salutary effect in averting extreme 
poverty and consequent miscry.”f 


§5. 

At Luheck, “ marriages among the 
poor are delayed by the necessity a 
man is under, first, of previously prov- 
ing that he is in a regular employ, 
work, or profession, that will enable 
him to maintain a wife : and secondly, 
of becoming a hurgherj and equipping 
himself in ^ the uniform of the burgher 
guard, which together may cost him 
nearly 4V ’* At Frankfort, ‘ ‘ the go- 
vernment prescribes no age for marry- 
ing, but the permission to marry is 
only granted on proving a livelihood. ”f 

The allusion, in some of these state- 
ments, ^ to military duties, points out 
an indirect obstacle to marriage, in- 
terposed by the laws of some countries 
in which there is no direct legal re- 
straint.^ In Prussia, for instance, the 
institutions which compel every able- 
bodied man to serve for several years 
in tbe ^army, at the time of life at 
which imprudent marriages are most 
likely to take place, are probably a full 
equivalent, in effect on population, for 
the legal restrictions of the smaller 
German states. 

“So strongly,”^ says Mr. Eay, “do 
the people of Switzerland understand 
from experience the expediency of their 
sons 'and daughters postponing the 
time of their marriages, that the coun- 
cils of state of four or five of the most 
democratic of' the cantons, elected, he 
it remembered, by universal sufifage, 
have passed laws by wliich all young 
persons who marry before they have 
proved to the magistrate of their dis- 
trict that they are able to support a 
family, are rendered liable to a heavy 
fine. In Lucerne, Argovie, Uuterwat 
den, and I believe, St. Gall, Schweitz, 
and Uri, laws of this character have 
been in force for many years.”:;: 


’ * Preface, p. 


§ 5. Where there is no general law 
restrictive of marriage, there are often 
customs equivalent to it. When the 
guilds or trade corporations of the 
Middle Ages were in vigour, their bye- 
laws or regulations were conceivedv 
with a very vigilant eye to the advan- 
tage ^ which the^ trade derived from 
limiting competition : and they made 

* Apj^ndix, p. 419. f Ibid. p. 567. 

T Kay, as before cited, i. 68, 
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It very effectiially tlie interest of arti- 
sans not to marry until after passing 
througli tlie two stages of apprentice 
and journeyman, and attaining the 
rank of master.* Ini Norway, where 
the labour is chiefly agricultural, it is 
forbidden to engage a farm-servant for 
less than a year; which was the 
general English practice until the 
poor laws destroyed it, by enabling 
the farmer* to cast his labourers on 
parish pay whenever he did not imme- 
diately require their labour. In con- 
sequence of this custom, and of its 
enforcement by law, the whole of the 
rather limited class of agricultural 
labourers in Norway have an engage- 
ment for a year at least, which if the 
parties are content with one another, 
naturally becomes a permanent engage- 
ment: hence it is known in eveiy 
neighbourhood whether there is, or is 
likely to be, a vacancy, and unless 
there is, a young man does not marry, 
knowing that he could not obtain em- 
ployment. The custom still exists in 

^ “ In general,” says Sismondi, “ the num- 
ber of masters in each corporation was fixed, 
and no one but a master could keep a shop, 
or buy and sell on his own account. Each 
roaster could only train a certain number of 
apprentices, whom he instructed in his trade ; 
in some corporations he was only allowed 
one. Each master could also employ only a 
limited number of workmen, w'ho were called 
companions, or journeymen ; and in the 
trades in which he could only take one ap- 
prentice, he was only allowed to have one, or 
at most two journeymen. No one was al- 
lowed to buy, sell, or work at a trade, unless 
be was either an apprentice, a journeyman, 
or a master ; no one could become a journey- 
man without having served a given number 
of years as an apprentice, nor a master, un- 
less he had served the same number of years 
as a journeyman, and unless he bad also 
ei^ecuted what was called his chef d' oeuvre, 
iinasUrpiece) a piece of work appointed in 
bis trade, and which was to be judged of by 
the corporation. It is seen that this organi- 
zation threw entirely into the hands of the 
masters the recruiting of the trade. They 
alone could take apprentices ; but they were 
not compelled to take any; accordingly they 
required to be paid, often at a very high 
rate, for the favour ; and a young man could 
not enter into a trade if he had not, at start- 
ing, the sum required to be paid for his ap- 
prenticeship, and the means necessary for his 
support during that apprenticeship; since 
for four, five, or seven years, all his work 
belonged to his master- His dependence on 
the master during that time was complete ; 
for the master’s will, or even caprice, could 


Cumberland and Westmoreland, except 
that tbe term is half a year instead of 
a year; and seems to be still attended 
with tbe same consequences. Tbe 
farm-servants are “ lodged and Ijoarded 
in tbeir masters’ bouses, wbicb they 
seldom leave until, through the death 
of some relation or neighbour, they 
succeed to the ownership or lease of a 
cottage farm. What is called surplus 
labour does not here exist.” * I have 
mentioned in another chapter the 
check to population in England cluring 
the last century, from the difficulty of 
obtaining a separate^ dwelling place.f 
Other customs restrictive of popula- 
tion might be specified : in some parts 
of Italy, it is the practice, according to 
Sismondi, among the poor, as it is well 
known to be in the higher rants, that 
all but one of the sons remain unmar- 
ried. But such family arrangements are 
not likely to exist among day-labourers. 
They are the resource of small proprie- 
tors and metayers, for preventing too 
minute a subdivision of the land. 

close the door of a lucrative profession upon 
him. After the apprentice became ajouruey- 
man he had a little more freedom ; he could 
engage with any master he chose, or pass 
from one to another ; and as the condition of 
a journeyman was only accessible through 
apprenticeship, he now began to profit by tbe 
monopoly from which he had previously suf- 
fered, and was almost sure of getting well 
paid for a work which no one else was 
allowed to pei’form; He depended, however, 
on the corporation for becoming a master, 
and did not, therefore, regard himself as 
being yet assured of his lot, or as having 
a permanent position. In general he did 
not marry until he had passed as a mas- 
ter. 

“ It is certain both in fact and in theory 
that the existence of trade corporations hin- 
dered, and could not but hinder, the birth of 
a superabundant population. By the sta- 
tutes of almost all the guilds, a man could not 
pass asamaster before the ageof twenty-five : 
but if he had no capital of his own, if he had 
not made sufficient savings, be continued to 
work as a journeyman much longer; some, 
perhaps the majority of artisans, remained 
journeymen all their lives. There was, 
however, scarcely an instance of their marry- 
ing before they were received as masters : 
had they been so imprudent as to desire it, 
no father would have given his daughter to a 
man without a position .” — New JBrinciples of 
Political Nconomy, book iv., ch. 10. See also 
Adam Smith, book i., ch. 1 0, part 2, 

* See Thornton on Over~Fopulation, pag© 
18, and the authorities there cited, 
t Supra, p. 99. 
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In England generally there is now 
scarcely a relic of these indirect checks 
to population ; except that in parishes 
owned by one or a very small number 
of landowners, the increase of resident 
labourers is still occasionally obstructed, 
by preventing cottages from being 
built, or by pulling down those which 
exist ; thus restraining the population 
liable to become locally chargeable, 
without any material effect on popula- 
tion generally, the *work required in 
those parishes being performed by 
labourers settled elsewhere. The sur- 
rounding districts always feel them- 
selves much aggrieved by this practice, 
against which they cannot defend 
themselves by similar means, since a 
single acre of land owned by any one 
who does not enter into the combina- 
tion, enables him to defeat the attempt, 
very profitably to himself, by covering 
that acre with cottages. To meet 
these complaints it has aheady been 
under the consideration of Parliament 
to abolish parochial settlements, and 
make the poor rate a charge not on 
the palish, but ^ on tbe whole union. 
If this proposition be adopted, which 
for other reasons is very desirable, 
it will remove the small remnant of 
what was once a check to population : 
the value of which, however, from the 
narrow limits of its operation, must 
now be considered very trifling. 

§ 6. In the case, therefore, of the 
common agricultural labourer, the 
checks to population may almost be 
considered as non-existent. If the 
growth of the towns, and of the capital 
there employed, by which the factory 
operatives are maintained at their 
present average rate of wages notwith- 
standing their rapid increase, did not 
also^ absorb a great part of the annual 
addition to the rural population, there 
seems no reason in the present habits 
of the people why they should not fall 
into as miserable a condition as the 
Irish previous to 1846; and if the 
market for our manufactures shotdd, I 
do not say fall off, hut even cease to 
expand at the rapid rate of the last 
fifty years, there is no certainty that 
this fate may not be reserved for us. 


Witbout carrying our anticipations 
forward to such a calamity, which the 
great and growing intelligence of the 
factory population ■would, it may he 
hoped, avert, by an adaptation of their 
habits to their circumstances ; the 
existing condition of the . labourers of 
some of the most exclusively agricul- 
tural counties, Wiltshire, Somerset- 
shire, Dorsetshire, Bedfordshire, Buck- 
inghamshire, is sufficiently painful to 
contemplate. The labourers of these 
counties, with large families, and eight 
or perhaps nine shillings for tbeir 
weekly wages when in full employment, 
have for some time been one of the 
stock objects of popular compassion : 
it is time that they had the benefit 
also of some application of common 
sense. 

Unhappily, sentimentality rather 
than common sense usually presides 
over the discussion of these subjects ; 
and while there is a growing sensitive- 
ness to the hardships of the poor, and 
a ready disposition to admit claims in 
them upon the good offices of other 
people, there is an all hut universal 
unwillingness to face the real difficulty 
of their position, or advert at all to the 
conditions which nature has made in- 
dispensable to the improvement of 
their physical lot. Discussions on the 
condition of the labourers, lamenta- 
tions over its wTotchedness, denuncia- 
tions of all who are supposed to be in- 
different to it, projects of one kind or 
another for improving it, were in no 
country and in no time of the world so 
rife as in the present generation ; hut 
there is a tacit agi’eement to ignore 
totally the law of wages, or to dismiss 
it in a parenthesis, with such terms as 
“ hard-hearted Malthusianism;” as if 
it were not a thousand times more 
hard-hearted to tell human beings that 
they may, than that they may not, call 
into existence swarms of creatures -who 
are sure to be miserable, and most 
likely to be depraved ; and forgetting 
that the conduct, wbicli it is reckoned 
so cruel to disapprove, is a degrading 
slavery to a brute instinct in one of 
the persons concerned, and most com- 
monly, in the other, helpless submis- 
sion to a revolting abuse of power. 
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So long as mankind remained in a 
semi-bai'karons state, mthtlie indolence 
and the few wants of the savage, it 
probably was not desirable that popu- 
lation should be restrained: the pres- 
sure of physical want may have been a 
necessary stimulus, in that stage of 
the human mind, to the exertion of 
labour and ingenuity required for ac- 
complishing that greatest of all past 
changes in human modes of existence, 
by which industrial life attained pre- 
dominance over the hunting, the pas- 
toral, and the military or predatory 
state. "Want, in that age of the world, 
had its uses, as even slavery had ; and 
there may he corners of the earth 
where those uses are not yet super- 
seded, though they might easily he so 
were a helping hand held out by more 
civilized communities. But in Europe 
tlie' time, if it ever existed, is long 
past, when a life of privation had the 
smallest tendency to make men either 
better workmen ormore civilized beings. 
It is, on the contrary, evident, that if 
the agricultural labourers were better 
ohj they would both work more effi- 
ciently, and be better citizens. I ask, 
then, is it true, or not, that if their 
numbers were fewer they would obtain 
higher wages ? This is the question, 
and no other : and it is idle to divert 
attention from ^ it, by attacking any 
incidental position of Slaltbus or some 
other writer, and pretending that to 
refute that, is to disprove the prin- 
ciple of population. Some, for instance, 
have achieved an easy victory over a 
passing remark of Mr. Malthas, ha- 
zarded chiefly by way of illustration, 
that the increase of food may perhaps 
be assumed to take place in, an arith- 
metical ratio, while population in- i 
creases in a geometrical : when every 
candid reader knows that Mr. Malthus j 
laid no stress on this unlucky attempt 
to give numerical precision to things 
which do not admit of it, and every 
person capable of reasoning must see 
that it is wholly superfluous to his 
argument. Others have attached im- 
mense importance to a correction which 
more recent political economists have 
made in the mere language of the 
earlier followers of Mr. Malthus. Seve- 


ral writers have said that it is the 
tendency of population to increase 
faster than the means of subsistence. 
The assertion wms true in the sense in 
which they meant it, namely , that 
population would'in most circumstances 
increase faster than the means of sitb- 
sistence, if it were not checked either 
by mortality or by prudence. But in- 
asmuch as these checks act with un- 
equal force at dilferent times and 
places, it was possible to interpret the 
I language of these writers as if they 
I had meant that population is usually 
gaining ground upon subsistence, and 
! the poverty of the people becoming 
greater. Under this interpretation of 
I their meaning, it was urged that the 
reverse is the truth : that as civiliza- 
tion advances, the prudential check 
tends to become stronger, and popula- 
tion to slacken its rate of increase, 
relatively to subsistence; and that 
it is an eiTor to maintain that popula- 
tion, in any improving community, 

I tends to increase faster than, or even 
I so fast as, subsistence. The word 
tendency is here used in a totally dif- 
ferent sense from that of the writers 
who affirmed the proposition : hut 
waving the verbal question, is it not 
allowed on both sides, that in old 
countries, population presses too closely 
upon the means of subsistence ? And 
though its pressure diminishes, the 
more the ideas and habits of the poorest 
class of labourers can he improved, to 
wffiich it is to be hoped that there is 
always some tendency in a progressive 
country, yet since that tendency has 
hitherto been, and still is, extremely 
faint, and (to descend to particulars) 
has not yet extended to giving to 
the Wiltshire labourers higher wages 
than eight shillings a w’'eek, the only 
thing which it is necessary to consider 
is, whether that is a sufficient and 
suitable provision for a labourer ? for if 
not, population does, as an existing 
fact, bear too gi’eat a proportion to tbo 
wages fund'; and whether it pressed 
still harder or not quite so hard at 
some former period, is practically of 
no moment, except that, if the ratio 
is an improving one, there is the better 
hope that by proper aids and eu- 
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couragements it may be inade to im- 
^ prove more and faster. 

It is not, however, against reason, 
that the argument on this sul^Ject has 
to struggle ; but against a feeKng of 
dislike, which will only reconcile itself 
to the unwelcome truth, when every 
device is exhausted by which the 
recognition of that truth can be evaded. 

. It is necessary, therefore, to enter into 
a detailed examination of these (ievices, 


and to force every position which is 
taken up by the^ enemies of the popula- 
tion principle, in their determination 
to find some refuge for the labourers, 
some plausible means of improving 
their ^condition, without requiring the 
exercise, either enforced or voluntary, 
of any self-restraint, or any greater 
control than at present over the animal 
power ^of multiplication. This will be 
the object of the next chapter. 


OF POPULAR REMEn; 

§ li ^ The sim;^lest expedient wHch 
■can he imagined tor keeping the wages 
of labour up to the’ desirable point, 
would be to fix them by law : and tbis 
is virtually the object aimed at in a 
variety of plans which have at different 
times been, or still are, current, for 
remodelling the relation between la- 
bourers and employers. No one pro- 
bably ever suggested that' wages should 
he absolutely fixed ; since the intei’ests 
of all concerned, often require that they 
should be variable ; but some have 
proposed to fix a minimum of wages, 
leaving the variations above that point 
to be adjusted by competition. Another 
plan, which has found many advocates 
among the leaders of the operatives, is 
that councils should be formed, which 
inEnglandhave been caUedlocal boards 
of trade, in Prance conseils de prud’- 
hommes, ^ ’ and other names ; consisting 
of delegates from tbe workpeople and 
from the employers, who, meetiftg in 
conference, should agree upon a rate 
of wages, and promulgate it from 
authority, to be binding generally on 
employers and workmen ; the ground 
of decision being, not the state of the 
labour-market, but natural equity; to 
provide that the Tvorkmen shall have 
Teasonahle wages, and the capitalist 
reasonable profits. 

Others again (hut these are rather 
philanthropists interesting themselves 
lor the labouring classes, than the 
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labouring people themselves) are shy 
of admitting the interference of au- 
thority in contracts for labour: they 
fear that if law intervened, it would 
intervene^ rashly and ignorantly ; they 
are convinced that two parties, with 
opposite interests, attempting to adjust 
those interests by negotiation through 
their representatives on principles of 
equity, when no rule could be laid 
down to determine what was equitable, 
would merely exasperate their dif- 
ferences instead of healing them ; hut 
what it is useless to attempt by the 
legal sanction, these persons desire to 
compass by the moral. Every em- 
ployer, they think, ought to give suffi- 
dent wages ; and if he does it not wil- 
lingly, should be compelled to it by 
general opinion ; the test of sufficient 
wages being their own-feelings, or what 
they suppose to be those of the public. 
This is, I think, a fair representation 
of a considerable body of existing opi- 
nion on the subject. 

I desire to confine my remarks to 
the principle involved in all these sug- 
gestions, without taking into account 
practical difficulties, serious as these 
must at once be seen to be. I shall 
suppose that by one or other of these 
contrivances,^ wages could be kept 
above the point to which they would 
be brought by competition. This is 
as muchys to say, above the highest 
Fate which can Ije afforded by the 
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existing capital consistently witK em- 
ploying all tlie labourers. For it is a 
mistake to suppose that competition 
merely keeps down wages. It is 
equally tbe means by wbicb they are 
kept up. When there are any labour- 
ers unemployed, these, unless main- 
tained by charity, become competitors 
for hire, and wages fall; but when all 
who were out of work have found em- 
ployment, wages will not, under the 
freest system of competition, fall lower. 
There are strange notions afloat^ con- 
cerning the nature of competition. 
Some people seem to imagine that 
its effect is something indefinite; 
that the competition of sellers may 
lower prices, and the competition of la- 
bourers may lower wages, down to 
zero, or some unassignable minimum. 
'Nothing can be more unfounded. 
Goods can only be lowered in price by 
competition, to the point which calls 
forth buyers sufficient to take them 
off; and wages can ^ only be flowered 
by competition until room is made 
to admit all the labourers to a share 
in , the distribution of the wages- 
fund. If they fell below this point, a 
portion of capital would remain un- 
employed for want of labourers; a 
counter-competition w’onld commence 
on the side of capitalists, and wages 
•would rise. 

Since, therefore, the rate of wages 
which results from competition distri- 
butes the whole wages-fund among the 
whole labouring population; if law or 
•opinion succeeds in lixing wages above 
this rate, some labourers are kept out 
of employment ; and as it is not the 
intention. of the philanthropists that 
these should starve, they must he pro- 
vided for by a forced increase of the 
wages-fund; by a compulsory saving. 
It is nothing to fix a minimum of 
wages, unless there he a provision that 
work, or wages at least, he found for 
all who apply for it. This, accordingly, 
is always part of the scheme ; and is . 
consistent with the ideas of more people 
than would approve of either a legal 
or a moral minimum of wages. Popular 
sentiment looks upon it as the duty of 
the rich, or of the state, to find employ- 
ment for all the poor. If the moral 


influence of opinion does not induce 
the rich to spare from their consump- 
tion enough to set all the poor to work 
at “ reasonable wages,” it isvsupposed 
to he incumbent on the state* to lay on 
taxes for the purpose, either by local 
rates or votes of public money. The 
proportion between labour and the 
wages-fund would thus be modified to 
the advantage of the labourers, not by 
! restriction of population, hut by an 
I increase of capital. 

§ 2. If this claim on society could 
; be limited to the existing generation ; 
j if nothing more were necessary than a 
compulsory accumulation, sufficient to 
I provide permanent employment at am- 
' pie wages for the existing numbers of 
the people ; such a proposition would 
i have no more strenuous siippoi'ter than 
myself. Society mainly consists of 
i those who live hy^ bodily labour ; and 
I if society, that is, if the labourers, lend 
I their physical force to protect indivi- 
duals in the enjoyment of supeiiluities, 
they are entitled to do so, and have 
always done so, with the reservation 
I of a power to tax those superfluities 
for purposes of public utility; among 
which purposes the subsistence of the 
people is tlie foremost. Since no one 
is responsible for having been horn, 
no pecuniary sacrifice is too great to 
he made by those who have more than 
enough, for the purpose of securing 
enough to all persons already in ex- 
istence. 

But it is another thing altogether, 
when those who have produced and 
accumulated are called upon to abstain 
from consuming, until they have given 
food and clothing, not only to all who 
now exist, but to all whom these or 
their descendants may think fit to call 
into existence. Such an obligation ac- 
knowledged and acted upon, would sus- 
pend all checks, both positive and pre- 
ventive; there would be nothing to 
hinder population from starting for- 
ward at its rapidest rate ; and as the 
natural increase of capital would, at 
the best, not be more rapid than before, 
taxation, to make up the growing de- 
ficiency, must advance with the same 
gigantic strides. The attempt would 
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of course be made to exact labour in a public teaclier, to ignore tbese con- 
excbange for support. But experience siderations; to dismiss tliem silently, 
bas shown the ^ sort of work to he ex- and discuss or declaim on wages and 
pected from recipients of public chanty, poor-laws, not as if these arguments 
When the pay is not given for the sake could be refuted, but as if they did not 
of the work, hut the work found for the exist. 

sake of the pay, inefficiency is a matter Eyery one has a right to live. We 

of certainty ; to extract real work from will suppose this granted. But no one 
day-labourers without the power* of has a right to bring creatures into life, 
dismissal, is only practicable by the to be supported by other people. Who- 
power of the lash. It is conceivable, ever means to stand upon the first of 
doubtlesB, that this objection might these rights must renounce all preten- 
he got over. The fund raised by tax- sion to the last. If a man cannot sup- 
ation might he spread over the labour- port even himself unless others Iielp 
market generally, as seems to he in- him, those others are entitled to say 
tended by the supporters of the “right that they do not also undertake the 
to employment” in France ; without giv- support of anj^ oflspring which it is 
ing to any unemployed labourer a right physically possible for him to summon 
to demand support in a particular place into the world. Yet there are ahun- 
or from a particular functionary. The dance of writers and public speakai’s, 
power of dismissal, as regards indi- including many of most ostentatious 
vidual labourers, would then remain ; pretensions to high feeling, whose views 
the government only undertaking to of life are so truly brutish, that they 
create additional employment when see hardship in preventing paupers 
there was a deficiency, and reserving, from breeding hereditary paupers in 
like other employers, the choice of its the workhouse itself. Posterity will 
own workpeople. But let them work one day ask with astonishment, what 
ever so efficiently, the increasing po- sort of people it could be among whom 
pulation^ could not, as we have so often such preachers could find proselytes, 
shown, increase the produce proper- It would he possible for the state to 
t ion ally : the surplus, after all were guarantee employment at ample wages 
fed, would hear a less and less proper- to all who are horn. But if it does 
tion to ^ the whole produce and to the this, it is bound in seF-protection, and 
population : and the increase of people for the sake of every purpose ibr which 
^oing on in a constant ratio, while the government exists, to provide that no 
increase of produce went on in a di- person shall be born without its consent, 
minishing ratio, the surplus would in If the ordinary and spontaneous mo- 
time he wholly absorbed ; taxation for tives to self-restraint are removed, 
the support of the poor would engross others must be substituted. Eestric- 
the whole income of the country; the tions on marriage, at least eq[uivalent 
payers and the receivers would he to those existing in some of the German 
melted down into one mass. The States, or severe penalties on those 
check to population either by death or who have children when unable to sup- 
prudence, could not then he^ staved off port them, would then he indispensable, 
any longer, but must come into opera- Society can feed the necessitous, if it 
tion suddenly and at once; everything takes their multiplication under its 
wiucli places mankind above a nest of control; or (if destitute of all moral 
ants or a colony of beavers, having feeling for the wretched offspring) it 
^ interval. can leave the last to their discretion, 

ihese consequences^ have been so abandoning the first to their own care, 
often and so cleply pointed out by au- But it cannot with impunity take the 
thors of reputation, in writings known feeding upon itself, and leave the mul- 
and accessible, that ignorance of them tiplying free. 

on the part of educated, persons is no To give profusely to the people, whe- 
long^ pardonable. , It is doubly dis- ther under the name of charity or of 
creditable in any person setting up for employment, without placing them 
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under siicli iiifltiences tliat prudential 
motives sliall act powerfully upon them, 
is to lavish the means of benefiting 
mankind, without attaining the object. 
Leave the people in a Stuation in 
which their condition manifestly de- 
pends upon their numbers, and the 
greatest permanent benefit may be 
derived from any sacrifice made to im- 
prove the physical well-being of the 
present generation, and raise, by that 
means, the habits of their children. 
But remove the regulation of their 
wages from their own control ; gua- 
rantee to them a certain * payment, 
either by law, or by the feeling of the 
community ; and no amount of comfort ! 
that you can give them will make 
either them or their descendants look 
to their own self-restraint as the proper 
means for preserving them in that 
state. l’’ou vdll only make them in- 
dignantly claim the continuance of your 
guarantee, to themselves and their full 
complement of possible posterity. 

On these grounds some wiiters have 
altogether condemned the English 
poor-law, and any system of relief to 
the able-bodied, at least when uncom- 
bined with systematic legal precautions 
against over-population. The famous 
Act of the 43d of Elizabeth undertook, 
on the part of the public, to provide 
work and wages for all the destitute, 
able-bodied: and there is little doubt 
that if the intent of that Act had been 
fully caiTied out, and no means had 
been adopted by the administrators of 
relief to neutralize its natural tenden- 
cies, the poor-rate would by this time 
have absorbed the whole net produce 
of the land and labour of the country. 
It is not at all surprising', therefore, 
that Mr. Malthus and others should at 
first have concluded against all poor- 
laws whatever. It required much ex- 
perience, and careful examination of 
different modes of poor-law manage- 
ment, to give assurance that the ad- 
mission of an absolute right to be sup- 
ported at the cost of other people, could 
e.xist in law and in fact, without fatally 
relaxing the springs of industry and 
the restraints of prudence. This, how- 
ever, was fully substantiated, by the 
investigations of the original Poor Law 


Commissioners. Hostile as they are 
unjustly accused ' of being to the 
principle of legal relief, they are the 
first who fully proved the compatibility 
of any Poor Law in which a right to 
relief was recognised, with the perma- 
nent interests of the labouring class 
and of posterity. By a collection of 
facts, experimentally ascertained in 
parishes scattered throughout England, 
it was shown that the guarantee of 
support could be freed from its injurious 
effects upon the minds and habits of 
the people, if the relief, though ample 
in respect to necessaries, was accom- 
panied "with conditions which they dis- 
liked, consisting of some restraints on 
their freedom, and the privation of some 
indulgences. Under this proviso, it 
may be regarded as iiTevocably esta- 
blished, that the fate of no member of 
the community needs he abandoned to 
chance ; that society can, and therefore 
ought to ensure every individual be- 
longing to it against the extreme of 
want ; that the condition even of those 
who are unable to find their own sup- 
port, needs not he one of physical suf- 
fering, or the dread of it, but only of 
restricted indulgence, and enforced 
rigidity of discipline. This is surely 
something gained for humanity, impor- 
tant in itself, and still more so as a 
step to something beyond; and hu- 
manity has no worse enemies than 
those ^ who lend themselves, either 
kno^vingly or unintentionally, to bring 
odium on this law, or on the principles 
in which it originated. 

§ 3. Next to the attempts to regu- 
late wages, and provide artificially 
that all who are willing to work shall 
receive an adequate price for their 
labour, we have to consider another 
class of popular remedies, which do 
not profess to interfere with freedom of 
contract; which leave wages to he 
fixed by the competition of the market, 
hut, when they are considered insuffi- 
cient, endeavour by some subsidiaiy 
resource to make up to the labourers 
for the insufficiency. Of this nature 
was the expedient resorted to by 
parish authorities during thirty or 
forty years previous to 1834, generally 
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known as tlie Allowance System, TMs 
was first introduced, wfien, tlirough: a 
succession of bad seasons, and conse- 
quent liigh prices of food, tbe wages of 
labour bad become inadequate to afford 
to tbe families of tbe agricultural 
labourers tbe amount of support to 
wbicb they bad been accustomed. 
Sentiments of bumanity, joined with 
tbe idea then inculcated in high 
quarters, that people ought not to be 
allowed to suffer for having enriched 
their country with a multitnde of inha- 
bitants, induced the magistrates of the 
rural districts to commence giving 
■ parish relief to persons abeady in 
private employment; and when the 
practice had once been sanctioned, the 
immediate interest of the farmers, 
whom it enabled to throw part of the 
support of their labourers upon the 
other inhabitants of tbe parish, led to a 
great and rapid extension of it. Tbe 
principle of this scheme being avowedly 
that of adapting the means of every 
family to its necessities, it was a natu- 
ral consequence that more should be 
given to the married than to tbe single, 
and to those who bad large families 
than to those who baduot: in fact, 
an allowance was usually granted for 
every child. So dbect and positive an 
encouragement to population is not, 
however, inseparable from the scheme : 
the allowance in aid of wages might 
be a fixed thing, given to all labourers 
alike, and as this is the least objec- 
tionable form which the system can 
assume, we will give it the benefit of 
the supposition. 

It is obvious that this is merely 
another mode of fixing a minimum of 
wages; no otherwise differing from 
the direct mode, than in allowing the 
employer to buy the labour at its 
market price, the difference being 
made up to the labourer from a public 
fund. The one kind of guarantee is 
open to all the objections which have 
been urged against the other. It pro- 
mises to the labourers that they shall 
all have a certain amount of wages, 
however numerous they may he : and 
removes, therefore, alike the positive 
and the prudential obstacles to an un- 
limited increase, • But besides the 


objections common to all attempts to 
regulate wages without regulating 
population, the allowance system has 
a peculiar absurdity of its own. This 
is, that it inevitably takes from wages 
with one hand what it adds to them 
with the other. There is a rate of 
wages, either the lowest on which the 
people can, or the lowest on which they 
will consent, to live. We will suppose 
this to be seven shillings a- week. 
Shocked at the wi’etchedness of this 
pittance, the parish authoz'ities hu- 
manely make it up to ten. But the 
labourers are accustomed to seven, and 
though they would gladly have more, 
will live on that (as the fact proves) 
rather than restrain the instinct of 
multiplication. Their habits will not 
be altered for the better by giving 
them parish pay. Eeceiving three 
shillings from the parish, they will he 
as well off as hefpre though they 
should increase sufficiently to bring 
down wages to four shillings. They 
will accordingly people down ^to that 
point ; or perhaps, without waiting for 
an increase of numbers, there are un- 
employed labourers enough in the 
workhouse to produce the effect at 
once. It is well known that the allow- 
ance system did practically operate in 
the mode described, and that under 
its influence wages sank to a lower 
rate than had been known in England 
before. During the last century, under 
a rather rigid administration of the 
poor-laws, population increased slowly, 
and agricultural wages were conside- 
rably above the starvation point. 
Under the allowance system the 
I people increased so fast, and wages 
sank so low, that with wages and 
allowance together, families were 
worse off than they had been before 
with wages alone. When the labourer 
depends solely on wages,* there is a 
virtual minimum. If wages fall below 
the lowest rate which will enable the 
population to be kept up, depopulation 
at least restores them to that lowest 
rate. But if the deficiency is to be 
made up by a forced contribution from 
all wbo have anything to give, wages 
may falh b elow starvation point ; they 
may fall almost to ziero. This deplor- 



POPULAB EEMIJDIES POE LOW WAGES. 


aTble system, worse tliaa any otlier 
form of poor-law abuse yet invented, 
inasmucli as it pauperizes not merely 
tbe unemployed part of tbe population 
but the whole, bas been abolished, and 
of this one abuse at least it may be 
said that nobody professes to wish for 
its revival. 

§ 4. But while this is (it is to be 
hoped) exploded, there is another mode 
of relief in aid of wages, which is still 
highly popular j a mode greatly pre- 
ferable, morally and socially, to parish 
allowance, but tending, it is to_ be 
feared, to a very similar economical 
result: I mean the much - boasted 
Allotment System. This, too, is a con- 
trivance to compensate the labourer 
iof the insufficiency of his wages, by 
giving him something else as a supple- 
ment to them : but instead of having 
them made up from the poor-rate, he is 
enabled to make them up for himself, 
by renting a small piece of ground, 
which he cultivates like a garden by 
spade labour, raising potatoes and 
other vegetables for home consump- 
tion, with perhaps some additional 
quantity for sale. If he hires the 
ground ready manured, he sometimes 
pays for it at as high a rate as eight 
pounds an acre : hut getting his own 
labour and that of his family for no 
thing, he is able to gain several pounds 
by it even at so high a rent.* The 
patrons of the system make it a great 
point that the allotment shall he in aid 
of wages, and not a substitute for 
them; that it shall not he such as a 
labourer can live on, but only sufficient 
to occupy the spare hours and days of 
a man in tolerably regular agricultural 
employment, with assistance from his 
wife and children. They usually limit 
the extent of a single allotment to a 
quarter, or something between a quar- 
ter and half an acre. If it exceeds 
this, without being enough to occupy 
liirn entirely, it will make him, they 
say, a bad and uncertain workman for 
hire ; if it is sufficient to take him 
entirely out of the class of hired 

*-See ttie Evidence on the subject of 
Allotments, collected by the Oommissioners 
of Poor Law Enquiry. 


labourers, and to become his sole 
means of subsistence, it will make him 
an Irish cottier: for which assertion, 
at the enormous rents usually de- 
manded, there is some foundation. 
Bub in their precautions against cot- 
tierism, these well-meaning persons de 
not perceive, that if the system they 
patronize is not a cottier system, it is, 
in essentials, neither more nor less 
than a system of conacre. 

There is no doubt a material diffe- 
rence between eking^ out insufficient 
wages by a fond raised by taxation, 
and doing tbe same tbing_ by means 
which make a clear addition to the 
gross produce of the country. There 
is also a difference between helping a 
labourer by means of his own industry, 
and subsidizing him in a mode which 
tends to make him careless and idle. 
On both these points, allotments have 
an unquestionable advantage over 
parish allowances. But in their effect 
on wages and population, I see no 
reason why the two plans should sub- 
stantially differ. All subsidies in aid 
of wages enable tbe labourer to do 
with less remuneration, and therefore 
ultimately bring down the price of 
labour by the full amount, unless a 
change bq. wrought in the ideas and 
requirements of the iahouring class ; 
an ^‘alteration in the relative value 
which they set upon the gratification 
of their instincts, and upon the increase 
of their comforts and the comforts of 
those connected with them. That any 
such change in their character should 
be produced by the allotment system, 
appears to me a thing not to be 
expected. ^ Tbe possession of land, we 
are sometimes told, renders tbo* la- 
bourer provident. Property in land 
does so; or wliat is equivalent to pro- 
perty, occupation on fixed terms and 
on a permanent tenure. But mere 
hiring from year to year was never 
found to have any such effect. Did 
possession of land render the Irishman 
provident ? Testimonies, it is true, 
abound, and I do not seek to disci'cdit 
them, of the beneficial change pro- 
duced in the conduct and condition of 
labourers, by receiving allotments. 
Such an effect is to expected wMie 
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those who hold them are a small nnm- 
her ; a privileged class, having a status 
above the common level, which they 
are unwilling to lose. They are also, 
no. doubt, almost always, originally a 
select class, composed of the most 
favourable specimens of the labouring 
people : which, however, is attended 
“vvith the inconvenience, that the per- 
sons to whom the system facilitates 
marrying aiid having children, are pre- 
cisely those who would otherwise be 
tbe most likely to practise prudential 
restraint. As affecting the general 
condition of tbe labouring , class, the 
scheme, as it seems to me, must be 
cither nugatory or mischievous. If only 
a few labourers have allotments, they 
are naturally those who could do best 
without them, and no good is done to 
tbe class: while, if the system were 
general, and every or almost every 
labourer had an allotment, I believe the 
effect would be much the same as when 
every or almost every labourer had an 
allowance in aid of wages. I think 
there can he no doubt that if, at the 
pd of the last century, the Allotment 
instead of the Allowance system had 
been generally adopted in England, it 
would equally have broken down the 
practical restraints on population which 
at that time did really exist ; popula- 
tion would have started forward ex- 
actly as in fact it did ; and in twenty 
ears, wages plus the allotment would 
ave been, as wages plus the allow- 
ance actually were, no more than equal 
to the former wages without any allot- 
ment. The only difference in favour 
of allotments would have been, that 
they make the people grow their own 
poor-rates. 

I am at the same time quite ready 
to allow, that in some circumstances, 
the possession of land at a fair rent, 
even without ownership, by the gene- 
rality of labourers for hire, operates as 
a cause not of low, but of high wages. 
Tliis, however, is when their land ren- 
ders them, to tlie extent of actual 
necessaries, independent of the market 
for labour. There is the greatest diffe- 
rence between tbe position of people 
who live by wages, with land as an 
extra resource, and of people who can, 
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in case of necessity, subsist entirely 
on their land, and only work for hire 
to add to their comfoi’ts. Wages are 
likely to be high where none are com- 
pelled by necessity to sell their labour. 
“ People who have at home some kind 
of property to apply their labour to, 
will not sell their labour for wages 
that do not afford them a better diet 
than potatoes and maize, although in 
saving for themselves, they may live 
very much on potatoes and maize. We 
are often surprised in traveiliiig on 
the Continent, to hear of a rate of 
day’s wages veiy high, considering the 
abundance and cheapness of food. It 
is want of the necessity or inclina- 
tion to take work, that makes day- 
labour scarce, and, considering the 
price of provisions, dear, in many parts 
of the Continent, where property in 
land is widely diffused among the 
people.”* There are parts of the Con- 
tinent where, even of the inhabitants 
of the towns, scarcely one seems to be 
exclusively dependent on his ostensible 
employment ; and nothing else can ex- 
plain tbe high price they put on their . 
services, and the carelessness they 
evince as to whether they are em- 
ployed at all. But the effect would be 
far different if their land or other 
resources gave them only a fraction of 
a subsjstence, leaving them under an 
undiminished necessity of selling their 
labour for -wages in an overstocked 
market. Their land would then merely 
enable them to exist on smaller wages, 
and to carry their multiplication so 
much the further before reaching the 
' point below wliicli they either "could 
not, or -would not, descend. 

To the view I have taken of the 
effect of allotments, I see no argument 
which can be opposed, but that em- 
ployed by Mr. Thornton,f with whom 
on this subject I am at issue. His 
defence of allotments is grounded on 
the general doctrine, that it is only the 
very poor who multiply without regard 
to consequences, and that if the con- 
dition of the existing generation could 
be gi’eatly improved, which he thinks 

* Notes of a TrmelUr^^^ AhB. 

t See Thornton on Ooer-JPopidatian, ch* 

viii, , ' \ ■ 
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miglit be done by tbe allotment system, 
their successors would grow up with 
an increased standard of requirements, 
and would not have families until they 
could keep them in as much comfort as 
that in which they had been brought 
up themselves. I agree in as much of 
this argument as goes to prove that a, 
sudden and very great improvement in 
the condition of the poor, has always, 
through its effect on their habits of 
life, a chance of becoming permanent. 
What happened at the time of the 
French devolution is an example. But 
I cannot think that the addition of a 
quarter or even half an acre to every 
labourer’s cottage, and that too at a 
rack rent, would (after the fall of wages 
which would be necessary to absorb 
the already existing mass of pauper 
labour) make so great a difference in 
the comforts of the family for a gene- 
ration to come, as to raise up from 
childhood a labouring population with 
a really higher permanent standard of 
requirements and habits. So small a 
portion of land could only be made a 
permanent benefit, by holding ^out en- 
couragement to acquire by^ industry 
and saving, the means of buying it out- 
light: a permission which, if exten- 
sively made use of, would be a kind of 
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education in forethought and frugality 
to the entire class, the effects of which 
might not cease with the occasion. 
The benefit would however arise, not 
from what was given them, but from 
what they were stimulated to acquire. 

No remedies for low wages have the 
smallest chance of being efScacious, 
which do not operate on and through 
the minds and habits of the people. 
While these are unaffected, any con- 
trivance, even if successful, for tempo- 
rarily improving the condition of the 
very poor, would but let slip the reins 
by which population was previously 
curbed ; and could only, therefore, con- 
tinue to produce its effect, if, by the 
whip and spur of taxation, capital 
were compelled to follow at an equally 
accelerated pace. But this process 
could not possibly continue for long 
together, and whenever it stopped, it 
would leave the country with an in- 
creased number of the poorest class, 
and a diminished proportion of all ex- 
cept the poorest, or, if it continued 
long enough, with none at all. For 
“to 4;his complexion must come at 
last” all social arrangements, which 
remove the natural checks to popula- 
tion without substituting any others. 


CHAPTER XIII. 

THE REMEDIES FOR LOW WAGES FURTHER CONSIDERED. 


§ 1. By what means, then, is po- 
vertytobe contended against? How 
is the evil of low w^ages to be reme- 
died? If the expedients usually 
recommended for the purpose are not 
adapted to it, can no others be thought 
of ? Is the problem incapable of solu- 
tion? Can political economy do 
nothing, but only object to everything, 
and demonstrate that nothing can be 
done ? 

If this were so, political economy 
might have a needful, but would have 
a melancholy, and a thankless task. 
If the bulk of the human race are 

P.E. 


always to remain as at present, slaves 
to toil in which they have no interest, 
and therefore feel no interest — drudg- 
ing from early morning till late at 
night for bare necessaries, and with all 
the intellectnal and moral deficiencies 
which that implies — ^without resources 
either in mind or feelings — ^untaught, 
for they cannot he better taught than 
fed; ^selfish, for all their thoughts are 
required for themselves ; without inte- 
rests or sentiments as citizens and 
members of society, and with a sense 
of injustice rankling in their minds, 
equally for what they have not, and 
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for -what otters Baye ; I know not 
wtat ttcre is wticli stonld make a 
person witt any capacity of reason, 
concern Mmseif atont ike destinies of 
the kiiman race. There would he no 
wisdom for any one hut in extracting 
from life, with Epicurean indifference, 
as much personal satisfaction to him- 
self and those with whom he sympa- 
thizes, as it can yield without injury 
to any one, and letting the unmeaning 
hustle of so-called civilized existence 
roll hy unheeded. But there is no 
ground for such a view of human 
affairs; Poverty, like most social evils, 
exists because men follow their hmte 
instincts ^without due consideration. 
But society is possible, precisely be- 
cause mau is not necessarily a hrute. 
Civilization in every one of its aspects 
is a struggle against the animal in- 
stincts. Over some even of the strongest 
of them, it has shown itself capable of 
acquiring abundant control. It has 
artificialized large portions of mankind 
to such an extent, that of many of 
their most natural inclinations they 
have scarcely a vestige or a rdlnem- 
brance left. If it has not brought the 
instinct of population under as much 
restraint as is needful, we must 
remember that it has never seriously 
tried. What efforts it has made, have 
mostly been in tbe contrary direction. 
Religion, morality, and statesmanship 
have vied with one another in incite- 
ments to marriage, and to ,the multi- 
plication of the species, so R be but in 
wedlock. Religion has not even yet 
discontinued its encouragements. The 
Roman Catholic clergy (of any other 
clergy it is unnecessary to speak, since 
no other have any considerable influ- 
ence over the poorer classes) every- 
where think it their duty to promote 
marriage, in order to pi-event fornica- 
tion. There is still in many minds a 
strong religious prejudice against the 
true doctrine. The rich, provided the 
consequences do not touch themselves, 
think it impugns the wisdom of Provi- 
dence to suppose that misery can result 
from the operation of a natural pro- 
pensity; the poor think that “God 
never sends mouths hut he sends meat.” 
$fc> one would guess ffom the language 


of either, that man had any voice or 
choice in the matter. So complete is 
the confusion of ideas on the whole 
subject : owing in a great degree to 
the mystery in which it is shrouded by 
a spurious delicacy, which prefers that 
right _ and wrong should be mismea- 
sured and confounded on one of the 
subjects most momentous to human 
welfare, rather than that the subject 
should be freely spoken of and dis- 
cussed. People a:^e little aware of the 
cost to mankind of this scrupulosity of 
speech. The diseases of society can, 
no more than corporal maladies, be 
prevented or cured without being 
spoken about in plain language. Ail 
experience shows that the mass of 
mankind never judge of moral ques- 
tions for themselves, never see any- 
thing to he right or vTong until they 
have been frequently told it ; and who- 
tells them that they have any duties- 
in the matter in question, while they 
keep within matrimonial limits ? ’Wlio 
meets with the smallest condemnation,, 
or rather, who does not meet with sym- 
pathy and benevolence, for any amount 
of evil which he may have brought 
upon himself and those dependent on 
him, by this species of incontinence ? 
While a man who is intemperate in 
drink, is discountenanced and despised 
by all who profess to be moral people, 
it is one of tbe chief grounds made 
use of in appeals to the benevolent, 
that tbe applicant has a large family 
and is unable to maintain them.* 

One cannot wonder that silence on? 
this great department of human duty 
should produce unconsciousness of moral 
obligations, when it produces oblivion 
of physical facts. That it is possible- 
to^ delay marriage, and to live in ab- 
stinence while unmarried, most people 
are willing to allow : but when persons 
are once married, the idea, in this 
country, never seems to enter any one’s 
mind that having or not having a 
family, or the number of which it staff 

* Little improvement can be expected in 
morality until the producing large families 
is regarded witli the same feelings as drunken- 
ness or any other physical excess. But while 
the aristocracy and clergy are foremost to set 
the example of this kind of incontinence, 
what can be expected from tLe poor ? 
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consist, is amenaHe to their own control. 
One would imagine that cliildren were 
rained down upon married people, 
direct from heaven, without their being 
art or part in the matter ; that it was 
really, as the common phrases havedt, 
God’s will, and not their own, which 
decided the numbers of their offepring. 
Let us see what is a Continental philo- 
sopher’s opinion on this point ; a man 
among the most benevolent of his time, 
and the happiness of whose married 
life has been celebrated. 

“ When dangerous prejudices,” says 
Sismondi,* “ have not become accre- 
dited, when a morality contrary to our 
true duties towards others, and especially 
towards those to whom we have given 
life, is not inculcated in the name of 
the most sacred authority, no prudent 
man contracts matrimony before he is 
in a condition which ^ves him an 
assured means of living, and no married 
man has a greater number of children 
than he can properly bring up. The 
head of a family thinks, with reason, 
that his children may be contented 
with the condition in -which he himself 
has lived; and his desire wiE be that 
the rising generation should represent 
exactly the departing one : that one 
son and one daughter arrived at the 
marriageable age should replace his 
own father and mother ; that the 
children of his children should in their 
turn replace himself and his^-wife ; that 
his daughter should find in another 
family the precise equivalent of the lot 
which will he given in his own family 
to the daughter of another, and that 
the income which sufficed for the 
parents 'will suffice for the children,” 
In a country increasing in wealth, 
some increaRG of numbers would be 
admissible, but that is a qiiestion of 
detail, not of principle. ^MVhenever 
this family has been formed,, justice and 
humanity require that he should im- 
pose on himself the same restraint 
which is submitted to by the unmarried. 
When we consider how small, in every 
country, is the number of natural - 
children, we must admit that this re- 
straint is on the whole sufficiently effec- 

y** Wew principles Paliikal Mcommy, 
book 'vii., cb. 5. 


tual. In a country where population 
has no room to increase, or in which 
its progress must be so slow as to be 
hardly perceptible, when there are no 
places vacant for new establishments, 
a father who has eight children must 
expect, either that six of them will die 
in childhood, or that three men and 
three^ women among his cotemporaries, 
and in the next generation three of 
his sons and three of his daughters, 
^will remain unmarried on his account.” 

§ 2. Those who think it hopeless 
that the labouring classes^ should be 
induced to practise a sufficient degree 
of prudence in regard to the increase 
of their ffimiiies, because they have 
hitherto .stopt short of that point, show 
an inahEity to estimate the ordinary 
principles of human action. Nothing 
more would probably be necessary to 
secure that result, than an opinion 
generally diflffised that it was desir- 
able. As a moral principle, such an 
opinion has never yet existed in any 
country: it is curious that it does not 
so exist in countries in which, from the 
spontaneous operation of individual 
forethought, population is, compara- 
tively speaking, efficiently repressed. 
What is practised as prudence, is still 
not recognised as duty ; the talkers^ 
and writers are mostly on the other 
side, even in France, where a senti- 
mental horror of Malthus is almost as 
rife as in this countr;^. Many causes, 
may he assigned, besides the modern 
date of the doctrine, for its not having 
yet gained possession of the general 
mind. Its truth has, in some respects, 
been its detriment. One may be per- 
mitted to doubt whether, except among 
the poor themselves (lor whose pre- 
judices on this subject there is no diffi- 
culty in accounting) there has ever 
yet been, in any class of society, a 
sincere and earnest desire that wages 
should be high. There has been plenty 
of desire to keep down the poor-rate : 
but, that done, people have been very 
wiUing that the working classes should 
he iE off. Nearly all who are not 
labourers themselves, are employers 
of labour, and are not sorry to get the 
commodity cheap. It is a fact, that 
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even Boards of Guardians, who are sup- 
posed to be official apostles of anti- 
population doctrines, will seldom hear 
patiently of anything which they are 
pleased to designate as Malthusianism, 
Boards of Guardians in rural districts, 
principally consist of farmers, and 
farmers, it is well known, in general 
dislike even allotments, as making 
the labourers “ too independent.” From 
the gentry, who are in less immediate 
contact and collision of interest with 
the labourers, better things might be 
expected, and the gentry of England 
are usually charitable. But charitable 
people have human infirmities, and 
would, very often, be secretly not a 
little dissatisfied if no one needed their 
charity : it is from them one oftenest 
hears the base doctrine, that God has 
decreed there shall always -he poor. 
When one adds to this, that nearly 
every person who has had in him any 
active spring of exertion for a social 
object, has had some favourite reform 
to effect, which he thought the admis- 
sion of this great principle would throw 
into the shade ; has had com laws to 
repeal, or taxation to reduce, or small 
notes to issue, or the charter to carry, 
or the church to revive or abolish, or 
the aristocracy to pull down , and looked 
upon every one as an enemy who 
thought anything important except 
his object; it is scarcely wonderful 
that since the population doctrine was 
first promulgated, nine-tenths of the 
talk has always been against it, and 
the remaining tenth only audible .at 
intervals ; and that it has not yet 
penetrated far among those who might 
be expected to be the least willing re- 
cipients of it, the labourers themselves. 

But let us try to imagine what 
■would happen if the idea became 
general among the labouring class, 
that the competition of too great 
numbers was the principal cause of 
•their poverty; so that every labourer 
looked (with Sismondi) upon every 
•other who had more than the number 
of children which the circumstances of 
society allowed to each, as doing him 
a wrong — as tilling up the place which 
he was entitled to share. . Any one 
who supposes that this state of opinion 


would not have a great effect on con- 
duct, must he profoundly ignorant of 
human nature ; can never have con- 
sidered how large a portion of the 
motives which induce tlie generality 
of men to take care even of their own 
interests, is derived from regard for 
opinion— from the expectation of being 
disliked or despised for not doing it. 
In the particular case in question, it is 
not too much to say that over-indul- 
gence is as much caused hy the sti^ 
mulus of opinion as by the mere animal 
propensity; since opinion universally, 
and especially among the most un- 
educated classes, has connected ideas 
of spirit and power with the strength 
of the instinct, and of inferiority with 
its moderation or absence ; a perver- 
sion of sentiment caused by its being 
the means, and the stamp, of a do- 
minion exercised over other human 
beings. The effect would he ^eat 
of merely removing this factitious 
stimulus ; and when once opinion shall 
have turned itself into an adverse 
direction, a revolution will soon take 
place in this department of human 
conduct. We are often told that the 
most thorough perception of the depen- 
dence of wages on population will not 
influence the conduct of a labouring 
man, because it is not the children be 
himself can have that will produce any 
effect in generally depressing the 
labour market. True : and it is also 
tme, that one soldier’s running away 
will not lose the battle ; accordingly it 
is not that consideration which keeps 
each soldier in his rank : it is the dis- 
grace wkich naturally and inevitably 
attends on conduct by any one indi- 
vidual, which if pursued hy a majority, 
everybody can see wonld he fatal. 
Men are seldom found to brave the 
general opinion of their class, unless 
supported either by some piinciple 
higher than regard for opinion, or by 
some strong body of opinion elsewhere. 

It must be borne in mind also, that 
the opinion here in question, as soon as 
it attained any pre-valence, would have 
powerful auxiliaries in the great ma- 
jority of women. It is seldom by tlie 
cboice of the -wife that families are too 
numerous; on her devolves (along 
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■with all the physical suffering and at 
least a full share of the privations) the 
whole of the intolerable domestic drud- 
gery resulting from the excess. To be 
relieved from it would he hailed as a 
blessing by multitudes of women who 
now never venture to urge such a 
claim, but who would urge it, if sup- 
ported by the moral feelings of the 
community. Among the barbarisms 
which law and morals have not yet 
ceased to sanction, the most disgusting 
surely is, that any human being should 
be permitted to consider himself as 
having a right to the person of another. 

If the opinion were once generally 
established among the labouring class 
that their welfare required a due regu- 
lation of the numbers of families, the 
respectable and well-conducted of the 
body would conform to the prescrip- 
tion, and only those would exempt 
themselves from it, who were in _the 
habit of making light of social obliga- 
tions generally; and there would be 
then an evident justification for con- 
verting the moral obligation against 
bringing children into the world who 
are a burthen to the community, into 
a legal one; just as in many other 
cases of the progress of opinion, the 
law ends by enforcing against recal- 
citrant minorities, obligations which to 
he useful must be general,^ and which, 
from a sense of their utility, a large 
majority have voluntarily consented 
to take upon themselves. There would 
he no need, however, of legal sanctions, 
if women were admitted, as on all 
other grounds they have the clearest 
title to he, to the same rights of 
citizenship with men. Let them cease 
to be confined by custom to one phy- 
sical function as their means of living 
and their source of influence, and they 
would have for the first time an equal 
voice with men in what concerns that 
function : and of all the improvements 
in reserve for mankind which it is now 
possible to foresee, none might be 
expected to be so fertile as this in 
almost every kind of moral and social 
benefit. 

It remains to consider what chance 
there is that opinions and feelings, 
grounded on the law of the dependence 


of wages on population, will arise 
among the labouring classes ; and by 
what means such opinions and feelings 
can he called forth. , Before consider- 
ing the grounds of hope on this subject, 
a hope which many persons, no doubt, 
will be ready, without consideration, to 
pronounce chimerical, I will remark, 
that unless a satisfactory answer can 
he made to these two questions, the 
industrial system prevailing in this 
country, and regarded by many writers 
as the ne plus ultra of civilization — 
the dependence of the whole labouring 
class of the community on the wages 
of hired labour — is irrevocably con- 
demned. The question we are con- 
sidering is, whether, of this state of 
things, over-population and a degraded 
.condition of the labouring class are 
the inevitable consequence. If a 
prudent regulation of population he 
not reconcilable with the system of 
hired labour, the system is a nuisance, 
and the grand object of economical 
statesmanship should be (by whatever 
arrangements of property, and altera- 
tions in the modes ofapplyingindustry), 
to bring the labouring people under the 
influence of stronger and more obvious 
inducements to this kind of pradence, 
than the relation of workmen and 
employers can afford. 

But there exists no such incom- 
patibility. The causes of poverty are 
not so obvious at first sight to a popu- 
lation of hired labourers, as they are 
to one of proprietors, or as they would 
he to a socialist communily. They 
are, however, in no way mysterious. 
The dependence of wages on the num- 
ber of the competitors for employment, 
is so far from hard of comprehension, or. 
unintelligible to the labouring classes, 
that by. great bodies of them it is 
already recognised and habitually acted 
on. It is familiar to all Trades Unions ; 
every .successful combination to keep 
up wages, owes its success to contri- 
vances for restricting the number of 
tbe competitors ; all skilled trades are 
anxious to keep down their own num- 
bers, and many impose, or endeavour 
to impose, as a condition upon em- 
ployers, that they shall not take more 
than a prescribed number of appren- 
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tices. There is, of cotirse, a great 
difference between limiting their nnni- 
bers by excluding other pec^le, and 
doing the same thing by a restraint 
imposed on themselves : bnt the one 
as much as the other shows a clear 
perception of the relation between 
their numbers and their remnneration. 
The principle is understood in its ap- 
plication to any one employment, bnt 
not to the generalmass of employment. 
For this there are several i*easons : 
first, the operation of canses is more 
easily and distinctly seen in the more 
circumscribed field: secondly, skilled 
artizans are a more intelligent class 
than ordinary manual labourers ; and 
the^ habit of concert, and of passing in 
review their general condition as a 
trade, keeps up a better understanding 
of their collective interests : thirdly and 
lastly, they are the most provident, 
because they are the best off, and have 
the most to preseiwe. "What, how- 
ever, is clearly perceived and admitted 
in particular instances, it cannot be 
hopeless to see understood and acknow- 
ledged as a general truth. Its recog- 
nition, at least in theory, seems a 
thing which must necessarily and 
immediately come to pass, when the 
minds of the labouring classes become 
capable of taking any rational view of 
their own aggregate condition. Of 
this the great majority of them have 
until now been incapable, either from 
the uncultivated state of their intelli- 
gence, or from poverty, which leaving 
them neither the fear of worse, nor the 
smallest hope of better, makes them 
careless of the consequences of their 
actions, and without thought for the 
"uture. 

§ 3. For the purpose therefore of 
dtering the ^ habits of the labouring 
people, there is need of a twofold action, 
directed simultaneously upon their in- 
telligence and their poverty. An effec- 
tive national education of the children 
of the labouring class, is the first thing 
needful: and, coincidently with this, 
a system of measures which shall (as 
the Kevolution did in France) ex- 
tinguish extreme poverty for one whole 
generation. 


This is not the place for discussing, 
even in the most general manner, 
either the principles or the machinery 
of national education. But it is to be 
hoped that opinion on the subject is 
advancing, and that an education of 
mere words would not now be deemed 
sufficient, slow as our progress is to- 
wards providing anything better even 
for the classes to whom society pro- 
fesses to give the very best education 
it can devise. Without entering into 
disputable points, it maybe asserted 
without scruple, that the aim of all in- 
tellectual training for the mass of the 
people, should be to cultivate common 
sense ; to qualify them for forming a 
sound practical judgment of the cir- 
cutnstances by which they are sur- 
rounded. Whatever, in the intellectual 
department, can be superadded to 
this, is chiefly ornamental; while this 
is the indispensable groundwork on 
which education must rest. Let this 
object he acknowledged and kept in 
view as the thing to be first aimed at, 
and there will be little difficult;^ in de- 
ciding either what to teach, or in what 
manner to teach it. 

An education directed to diffuse good 
sense among the people, with such 
knowledge as would qualify them to 
judge of the tendencies of their actions, 
would be certain, even without any 
direct inculcation, to raise up a public 
opinion by which intemperance and 
improvidence of every kind would be 
held discreditable, and the improvi- 
dence which overstocks the labour 
market would he severely condemned, 
as an offence against the common 
weal. But though the sufficiency of 
such a state of opinion, supposing it 
formed, to keep the increase of popu- 
lation within proper limits, cannot, I 
think, be doubted ; yet, for the forma- 
tion of the opinion, it would not do to 
trust to education alone. Education 
is not compatible with extreme poverty. 
It is impossible effectually to teach an 
indigent population. And it is diffi- 
cult to make those feel the value of 
comfort who have never en joyed it, or 
those appreciate the wretchedness of 
a precarious subsistence, who have 
been made reckless by always living 
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from hand to montli. Indmduala often 
struggle upwards into a condition of 
ease ; hut the utmost that can he ex- 
pected from a whole people is to main- 
tain themselves in it ; and improvement 
in the hahits and requirements of the 
mass of unskilled day-labour’ers will 
he difficult and tardy, unless means 
can he contrived of raising the entire 
body to a state of tolerable comfort, and 
maintaining them in it until a new 
generation grows up. 

Towards effecting this object there 
are two resources available, without 
wrong to any one, without any of the 
liabilities’ of mischief attendant on 
voluntary or legal charity, and not 
only without weakening, but on the 
contrary strengthening, every incen- 
tive to industry, and every motive to 
forethought. 

§ 4. The first is, a great national 
measure of colonization. I mean, a 
grant of public money, sufficient to 
remove at once, and establish in the 
colonies, a considerable fraction of the 
youthful agricultural population. By 
giving the preference, as Mr. Wake- 
field proposes, to juung couples, or 
when these cannot be obtained, to 
families with children nearly grown 
up, the expenditure would be made to 
go the farthest possible towards accom- 
plishing the end, while the colonies 
would be supplied /with the greatest 
amount of what is there in deficiency 
and here in superfluity, present and 
prospective labour. It has been shown 
by others, and the grounds of the opi- 
nion will be exhibited in a subsequent 
part of the present work, that ^coloni- 
zation on an adequate scale might he 
so conducted as to cost the country 
nothing, or nothing that would not 
be certainly repaid ; and that the funds 
required, even by way of advance, 
would not be drawn from the capital 
employed in maintaining labour, but 
from that surplus which cannot find 
employment at such profit as consti-. 
tutes an adequate remuneration for 
the abstinence of the possessor, and 
which is therefore sent abroad for in- 
vestment, or wasted at borne in reck- 
less speculations. That portion of the 


income^ of the country which is habi- 
tually ineffective for any purpose of 
benefit to the labouring: class, would 
bear any draught which it could be 
necessary to make on it for the amount 
of emigration which is here in view. 

The second resource would be, to 
devote aH common land, hereafter' 
brought into cultivation, to raising a 
class of small proprietors. It has long 
enough been the practice to take these 
lands from public use, for the mere 
purpose of adding to the domains of 
the rich. It is time that what is left 
of them should he retained as an estate 
sacred to the benefit of the poor. The 
machinery for administering it already 
exists, having been created by the 
General Inciosure Act. Wbat I would 
propose (though, I confess, with small 
hope of its being soon adopted) is, that 
in all future cases in which common 
land is permitted to be enclosed, such 
portion should first be sold or assigned 
as is sufficient to compensate the 
owners of manorial or common rights, 
and that the remainder should be 
divided into sections of five acres or 
thereabouts, to be confeiTed in abso- 
lute property on individuals of the 
labouring class who would reclaim and 
bring them into cultivation by their 
own labour. The preference should 
be given to such labourers, and there 
are many of them, as had saved enough 
to maintain them until their first crop 
Avas got in, or whose character was 
such as to induce some responsible 
pei'son to advance to them the requisite 
amount on their personal security. 
The tools, the manure, and in some 
cases the subsistence also, might be 
supplied by the parish, or by the state ; 
interest tor the advance, at the rate 
yielded by the public funds, being laid 
on as a perpetual quit-rent, with power 
to the peasant to redeem it at anytime 
for a moderate number of years pur- 
chase. These little landed estates 
might, if it were thought necessary, be 
made indivisible by law ; though, if the 
Ian worked in the manner designed, 
should not apprehend any objection- 
able degree of subdivision. Li case of 
intestacy, and in defeult of amicable 
arrangement among the heirs, they 
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migM be bought by. government at 
tbeir value, and regranted to some 
other labourer who could give security 
for the price. The desire to possess 
one of these small properties would 
probably hecome, as on the Continent, 
an inducement to prudence and eco- 
nomy pervading the whole labouring 
population ; and that great desideratum 
anaong a people of hired labourers 
would be provided, an intermediate 
class between them and their em- 
ployers; affording them the double 
advantage, of an object for their hopes, 
and, as there would be good reason to 
anticipate, an example for their imi- 
tation. 

It would, however, be of little avail 
that either or both of these measures 
of relief should be adopted, unless on 
such a scale, as would enable the 
whole body of hired labourers remain- 
ing on the soil to obtain not merely 
employment, but a large addition to 
the present wages— such an addition 
as would enable them to live and bring 
up their children in a degree of com- 
fort and independence to which they 
have hitherto been strangers. When 
the object is to raise the permanent 
condition of a people, small means do 
not merely produce small effects, they 
produce no effect at all Unless com- 
fort can he made as habitual to a 
whole generation as indigence is now, 
nothing is accomplished; and feeble 
half-measures do hut fritter away re- 
sources, far better reserved until the 
improvement of public opinion and of 
education shall raise up politicians 
who will not think that merely because 
a scheme promises much, the part of 
statesmanship is to have nothing to do 
with it. 

I have left the preceding paragraphs 
as they were written, since they remain 
true in principle, though it is no 
longer urgent to apply their specific 
recommendations to the jmesent state 
of this country. The extraordinary 


cheapening of the means of transport, 
which is one of the great scientific 
achievements of the age, and the know- 
ledge which nearly all classes of the 
people have now acquired, or are in the 
way of acquiring, of the condition of 
the labour market in remote parts of 
the world, have opened up a spon- 
taneous emigration from these islands 
to the new countries beyond the ocean, 
which does not tend to dimmish, but 
to increase ; and which, without any 
national measure of systematic colo- 
nization, may prove sufficient to 
effect a material rise of wages in 
Great Britain, as it has already done 
in Ireland, and to maintain that rise 
unimpaired for one or more generations. 
Emigration, instead of an occasional 
vent, is becoming a steady outlet for 
superfluous numbers ; and this new 
fact in modern history, together with 
the flush of prosperity occasioned by 
free trade, have granted to this over- 
crowded country a temporary breathing 
time, capable of being employed in 
accomplishing those moral and intel- 
lectual improvements in all classes of 
the people, the very poorest included, 
which would render improbable any 
relapse into the overpeopled state. 
Whether this golden opportunity will 
be properly used, depends on the 
wisdom of our councils ; and whatever 
depends on that, is always in a high 
degree precarious. The grounds of 
hope are, that there has been no time 
in our history when mental progress 
has depended so little on governments, 
and so much on the general disposition 
of the people ; none in which the spirit 
of improvement has extended to so 
many branches of human affairs at 
once, nor in which all kinds of sugges- 
tions tending to the public good, in 
every department, from the humblest 
physical to the highest moral or intel- 
lectual, were heard with so little pre- 
judice, and had so good a chance of 
becoming known and being fairly con- 
sidered. 
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CHAPTER XXV. 

OF THE DIFFERENCES OP WAGES IN DIFFERENT EMPLOrMENTS. 


§ 1. In treating of wages, we liavc 
hitherto confined ourselves to the 
causes which operate on them genc- 
rallj, and masse; the laws which 
govern the remuneration of ordinary 
or average labour : without reference 
to the existence of different kinds of 
work which are habitually paid at 
different rates, depending in some de- 
gree on different laws. We will now 
take into consideration these difie- 
rences, and examine in what manner 
they affect or are affected by the con- 
clusions already established. 

A well-known and very popular 
chapter of Adam Smith* contains the 
best exposition yet given of this por- 
tion of the subject. I cannot indeed 
think his treatment so complete and 
exhaustive as it has sometimes been 
considered; hut as far as it goes, his 
analysis is tolerably successful. 

The differences, he says, arise partly 
from the policy of Europe, which no- 
where leaves things at perfect liberty, 
and partly “fromoertain circumstances 
in the employments themselves, which 
either really, or at least in the imagi- 
nations of men, make up for a small 
pecuniary gain in some, and counter- 
balance a great one in others.” These 
circumstances he considers to be : 
“ First, the agreeableness or disagree- 
ableness of the employments them- 
selves ; secondly, the easiness and 
cheapness, or the difficulty and expense 
of learning them; thirdly, the con- 
stancy or inconstancy of employment 
in them ; fourthly, the small or great 
trust which must he reposed in those 
who exercise them; and fifthly, the 
pi'chability or’ improbability of success 
in them.” 

Several of these points he has very 
copiously illustrated : though his exam- 
ples are sometimes drawn from a state 
of facts now no longer existing. “ The 
wages of labour vary with the ease or 
• Wealth of Motions, book i. ch. 10. 


hardship, the cleanliness or dirtiness, 
the honoiu'ahleness or dishonourable- 
ness of the employment. Thus, in 
most places, take the year round, a 
journeyman tailor earns less than a 
journeyman weaver. His work is 
much easier.”' Things have much 
altered, as to a weaver’s remuneration, 
since Adam Smith’s time ; and the 
artizan whose work was more difficult 
than that of a tailor, can never, I 
think, have been the common weaver. 
“ A journeyman weaver earns less 
than a journeyman smith. His work 
is not always easier, but it is much 
cleanlier.’’ A more probable explana- 
tion is, that it requires less bodily 
strength, “A journeyman black- 
smith, though an artificer, seldom earns 
so much in twelve hours as a collier, 
who is onl^ a labourer, does in eight. 
His work is not quite so dirty, is less 
dangerous, and is carried on in day- 
light, and above ground. Honour 
makes a great part of the reward of 
all honourable professions. In point 
of pecuniary gain, all things consi- 
dered,” their recompense is, in his opi- 
nion, below the average. “Disgrace 
has the contrary effect. The trade of 
a butcher is a. brutal and an odious 
business ; hut it is in most places more 
profitable than the greater part of 
common trades. The most detestable 
of all employments, that of public exe- 
cutioner, is, in proportion to the quan- 
tity of work done, better paid than any 
common trade whatever.” 

One of the causes which make 
hand-loom, weavers cling to their occu- 
pation in spite of the scanty reniunera- 
tion which it now yields, is said to be 
a peculiar attractiveness, arising from 
the freedom of action wliich it allows 
to the workman. “He can play or 
idle,” says a recent autliority,* “ as 
feeling or inclination lead liim ; rise 

* ‘Mr. Muffgeridge’s Eeport to the Hand- 
loom Weavers Inquiry Comaiission, 
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early or late, apply himself assidnonsly 
or carelessly, as he pleases, and work 
np at any time, hy increased exertion, 
hours previously sacrificed to indul- 
gence or recreation . There is scarcely 
another condition of any portion of 
our working population thus free from 
external control. The factory opera- 
tive is not only mulcted of his wages 
for absence, hut, if of frequent occur- 
rance, discharged altogether from his 
employment. The hricklayer, the car- 
penter, the painter, the joiner, the 
stonemason, the outdoor labourer, have 
each their appointed daily hours of 
labotir, a disregard of which would lead 
to the same result.” Accordingly, 
“ the weaver will stand by Hs loom 
while it will enable him to exist, how- 
ever miserably ; and many, induced 
temporarily to quit it, have returned 
to it again, when work was to he 
had.” 

‘'Employment is much more con- 
stant,” continues Adam Smith, “in 
some trades than in others. In the 
greater part of manufactures, a jour- 
neyman may he pretty sure of employ- 
ment almost every day in the year 
that he is able to work” (the interrup- 
tions of business arising from over- 
stocked markets, or from a suspension 
of demand, or from a commercial crisis, 
must be excepted). “A mason or 
bricklayer, on the contrary, can work 
neither in hard frost nor in foul weather, 
and his employment at all other times 
depends upon the occasional calls of 
his customers. He is liable, in conse- 
quence, to be frequently without any. 
What he earns, therefore, while he is 
employed, must not only maintain him 
while he is idle, but make him some 
compensation for those anxious and 
desponding moments which the thought 
of so precarious a situation must some- 
times occasion. When the computed 
earnings of the greater part of manu- 
facturers, accordingly, are nearly upon 
a level with the clay wages of common 
labourers, those of masons and brick- 
layers are generally from one-half 
more to double those wages. Ho 
species of skilled labour, however, 
seems more easy to learn than that of 
masons and bricklayers. The high 


wages of those workmen, therefore, 
are not so much the recompense of 
their skill, as the compensation 
for the inconstancy of their employ- 
ment. 

“ When the inconstancy of the 
employment is combined with the 
hardship, disagreeableness, and dirti- 
ness of the work, it sometimes raises 
the wages of the most common labour 
above those of the most skilful artificers. 
A collier working by the piece is 
supposed, at Hewcastle, to earn com- 
monly about double, and in many 
parts of Scotland about three times, 
the wages of common labour. His 
high wages arise altogether from the 
hardship, disagreeahleness, and dirti- 
ness of his work. His employment 
may, upon most occasions, be as con- 
stant as he pleases. The coal-heavers 
in London exercise a trade which in 
hardship, dirtiness, and disagreeable- 
ness, almost equals that of colliers ; 
and from the unavoidable irregularity 
in the arrivals of coalships, the employ- 
ment of the greater part of them is 
necessarily very inconstant. If col- 
liers, therefoi'e, commonly earn double 
and triple the wages of common labour, 
it ought not to seem unreasonable that 
coal-heavers should sometimes earn 
four or five times those wages. In the 
inquiry made into their condition a few 
years ago, it Was found that at the 
rate at wfiiich they were ‘ then paid, 
they could earn about four times the 
wages of common labour in London. 
How extravagant soever these earn- 
ings may appear, if they were more 
than snfficient to compensate all the 
disagreeable circumstances of the 
business, there would soon he so great 
a number of competitors as, in a trade 
which has no exclusive privilege, would 
quickly reduce them to a lower rate.’’ 

These inequalities of remuneration, 
which are snpposed to compensate for 
the disagreeable circumstances of par- 
ticular employments, would, under cer- 
tain conditions, be natural conse- 
quences of peifiectly free competition : 
and as between employments of about 
the same grade, and filled by nearly 
the same description of people, they 
are, no -doubt, for the most part, 
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realised in practice. But it is alto- 
gether a Mse yiew of the state of 
facts, to present this as the relation 
which generally exists between agree- 
able and disagreeable employments. 
The really exhausting and the really 
repulsive labours, instead of being 
better paid than others, are almost in- 
variably paid the worst of all, because 
performed by those who have no choice. 
It would be otherwise in a favourable 
state of the general labour market. If 
the labourers in the aggregate, instead 
of exceeding, fell short of the amount 
of employment, work which was gene- 
rally disliked would not be undertaken, 
except for more than ordinary wages. 
But when the supply of labour so far 
exceeds the demand that to find em- 
ployment at all is an uncertainty, and 
to be offered it on any terms a favour, 
the case is totally the reverse. Desi- 
rable labourers, those whom every one 
is anxious to have, can still exercise a 
choice. The undesirable must take 
what they can get. The more revolt- 
ing the occupation, the more certain it 
is to receive the minimum of remunera- 
tion, because it devolves on the most 
helpless and degraded, on those who 
from squalid poverty, or from want of 
skill and education, are rejected from 
all other employments. Partly from 
this cause, and partly from the natural 
and artificial monopolies which will be 
spoken of presently, the inequalities of 
wages are generally in an opposite 
direction to the equitable principle of 
compensation erroneously represented 
by Adam Smith as the general law of 
the remuneration of labour. The hard- 
ships and the earnings, instead of being 
directly proportional, as in any just 
arrangements of society they would be, 
are generally in an inverse ratio to one 
another. 

One of the points best illustrated by 
Adam Smith, is the influence exercised 
on the remuneration of an employment 
by the uncertainty of success in it. If 
the chances are great of total failure, 
the reward in case of success must he 
sufficient to make up, in the general 
estimation, for those adverse chances. 
But, owing to another principle of 
human nature, if the reward comes in 


the shape of a few great priizes, it 
usually attracts competitors in such 
numbers, that the average remunera- 
tion may he reduced not only to zero, 
but even to a negative quantity. The 
success of lotteries proves that this is 
possible: since the aggregate body of 
adventurers in lotteries necessarily 
lose, otherwise the undertakers could 
not gain. The case of certain pro- 
fessions is considered by Adam Smith 
to he similar. “ The probability that 
any particular person shall ever be 
qualified for the employment to which 
he is educated, is very different in 
different occupations. In the greater 
part of mechanic trades, success is 
almost certain, but very uncertain in 
the liberal professions. But your son 
apprentice to a shoemaker, there is 
H^tlC' doubt of his learning to make 
a pair of shoes ; hut send him to 
study the law, it is at least twenty to 
one if ever he makes such proficiency 
as will enable him to live by the busi- 
ness. In a perfectly fair lottery, those 
who draw the prizes ought to gain all 
that is lost by those who draw the 
blanks. In a profession where twenty 
fail for one that succeeds, that one 
ought to gain all that should have 
been gained by the unsuccessful twenty. 
The counsellor-at-law, who, perhaps, at 
near forty years of age,^ begins to make 
something by his profession, ought to 
receive the retribution, not only of his 
own so tedious and expensive educa- 
tion, hut of that of more than twenty 
others who ai’e never likely to make 
anything by it. How extravagant 
soever the fees of counsellors-at-law 
may sometimes appear, their real retri- 
bution is never equal to this. Com- 
pute in any particular place what is 
likely to be annually gained, and what 
is likely to be annually spent, by all 
the different workmen in any common 
trade, such as that of shoemakers or 
weavers, and you will find that the 
former sum will generally exceed the 
latter. But make the same compitta- 
tion Tvith regard to all the counsellors 
and students of law, in all the different 
inns of court, and you wall find that 
their annual gains hear hut a small 
proportion to their annual expense, 
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even though you rate the former as 
high, and the latter as low, as can 
well be done.” 

Whether this is true in our own day, 
when the gains of the few are incom- 
parably greater than in the time of 
Adam Smith, but also the unsuccessful 
aspirants much more numerous, those 
wmo have the appropriate infoimation . 
must decide. It does not, however, 
seem to be sufficiently considered by 
Adam Smith, that the prizes which he 
speaks of comprise not the fees of 
counsel only, but the places of emolu- 
ment and honour to which their pro- 
fession gives access, together with the 
coveted distinction of a conspicuous 
position in the public eye. 

Even where there are no great 
prizes, the mere love of excitement is 
sometimes enough to cause an adven- 
turous employment to be overstocked. 
This is apparent “ in the readiness of 
the common people to enlist as soldiers, 
or to go to sea. . . . The dangers and 
hair-breadth escapes of a life of adven- 
tures, instead of disheartening young 
people, seem frequently to recommend 
a trade to them. A tender mother, 
among the inferior ranks of people, is 
often afraid to send her son to school 
at a sea-port town, lest the sight of the 
ships and the conversation and adven- 
tures of the sailors should entice him 
to go to sea; The distant prospect of 
hazards, from which we can hope to 
extricate ourselves by courage and 
address, is not disagreeable to us, and 
(does not raise the wages of labour 
in any employment. It is otherwise 
with those in which courage and 
address can he of no avail. In trades 
which are known to be very unwhole- 
some, the wages of labour are always 
remarkably high. Unwholesomeness 
is a species of disagreeableness, and 
its effects upon the wages of labour 
are to he -i-anked under that general 
head.” 

§ 2. The preceding are cases in 
which inequality of remuneration is 
necessary to produce equality of attrac- 
tiveness, and are examples of the 
equalizing effect of free competition. 
The following are cases of real in- 


equality, and arise from a different 
principle. “The wages of labour 
vary according to the small or great 
trust which must he reposed in the 
workmen. The wages of goldsmiths 
and jewellers are everywhere superior 
to those of many other workmen, not 
only of equal, but of much superior 
ingenuity ; on account of the precious 
materials withwdiich they are intrusted. 
We trust our health to the physician, 
our fortune and sometimes our life and 
reputation to the lawyer and attorney. 
Such confidence could not safely be 
reposed in people of a very mean or 
low condition. Their reward must he 
such, therefore, as may give them that 
rank in society which so important 
a trust requires,” 

The superiority of reward is mot 
here the consequence of competition, 
hut of its absence ; not a compensation 
for disadvantages inherent in the em- 
loynient, hut an extra advantage ; a 
ind of monopoly price, the effect not 
of a legal, but of what has been termed 
a natural monopoly. If’ all labourers 
were trustworthy it would not ^ be 
necessary to give extra pay to working 
goldsmiths on account of the trust. 
The degree of integrity required being 
supposed to he uncommon, those who 
can make it appear that they possess it 
are able to take advantage of the 
peculiarity, and obtain higher pay in 
proportion to its rarity. This opens a 
class of considerations which Adam 
Smith, and most other political econo- 
mists, have taken into far too little 
account, and from inattention to which, 
he has given a most imperfect exposi- 
■fcion of the wide difference between the 
remuneration of common labour and 
that of skilled employments. 

Some emplo}unents require a. much 
longer time to learn, and a much more 
expensive course of instruction than 
others ; and to this extent there is, as 
explained by Adam Smith, an inherent 
reason for their being more highly 
remunerated. If an artizan must 
work several years at learning his trade 
before he can earn anything, and seve- 
ral years niore before becoming suffi- 
ciently skilful for its finer operations, 
he must have a prospect of at last 
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earning enongli to pay the wages of all 
this past labour, with compensation 
for the delay of payment, and an 
indemnity for the expenses of his 
e ducat ion. His wages, consequently, 
must yield, over and above the ordi- 
nary amount, an annuity sufficient to 
repay these stuns, with the common 
rate of profit, within the number of 
years he can expect to live and he in 
working condition. This, which is 
necessary to place the skilled employ- 
ments, all circumstances taken to- 
gether, on the same level of advantage 
with the unskilled, is the smallest 
difference which can exist for any 
length of time between the two remu- 
nerations, since otherwise no one would 
learn the skilled employments. And 
this amount of difference is all which 
Adam Smith’s principles account for. 
When the disparity is greater, he 
seems to think that it must be ex- 
plained by apprentice laws, and- the 
rules of corporations, which restrict 
admission into many of the skilled 
employments. But, independently of 
these or any other artificial monopolies, 
there is a natural monopoly in favour 
of skilled labourers against the un- 
skilled, which makes the difference of 
reward exceed, sometimes in a manifold 
proportion, what is sufficient merely to 
equalize their advantages. If un- 
skilled labourers had it in their power 
to compete with skilled, by merely 
taking the trouble of learning the 
trade, the difference of wages might not 
exceed what would compensate them 
for that trouble, at the ordinary rate at 
which labour is remunerated. But the 
fact that a course of instruction is 
required, of even a low degree of cost- 
liness, or that the labourer must he 
maintained for a considerable time 
from other sources, suffices everywhere 
to exclude the great body of the labour- 
ing people from the possibility of any 
such competition. until lately, ail 
employments which required even the 
humble education of reading and 
•writing, could be recruited only from a 
select class, the majority having had 
no opportunity of acquiring those 
attainments. All such employments, 
accordingly, were immensely overpaid, 


as measured by the ordinary remune- 
ration* of labour. Since reading and 
writing have been brought within the 
reach of a multitude, the monopoly 
price of the lower grade of educated 
employments has greatly fallen, the 
competition for them having increased 
in an almost incredible degi'ee. There 
is still, , however, a much greater dis- 
parity than can he accounted for on. 
the principle of competition. A clerk 
from whom nothing is required hut the 
mechanical labour of copying, gains 
more than an equivalent for his mere 
exertion if he receives the wages of a 
bricklayer’s labourer. His -work is not 
a tenth part as hard, it is quite as easy 
to learn, and his condition is less pre- 
carious, a clerk’s place being generally 
a place for life. The higher rate of 
his remuneration, therefore, must be 
partly ascribed to monopoly, the small 
degree of education required being not 
even yet so generally diffused as to 
call forth the natural number of com- 
petitors ; and partly to the remaining 
influence of an ancient custom, which' 
requires that clerks should maintain 
the dress and appearance of a more 
highly paid class. In some manual 
employments, requiring a nicety of 
hand which can only be acquired by 
long practice, it is difficult to obtain at; 
any cost workmen in sufficient num- 
bers, who are capable of the most, 
delicate kind of work ; and the wages 
paid to them are only limited by the 
price which purchasers are willing to 
give for the commodity they produce. 
This is the case with some working 
watchmakers, and with the makers of 
some astronomical and optical instru- 
ments. If worlanen competent to such 
employments were ten times as nume- 
rous as they are, there would be pur- 
chasers for all which they could make, 
not indeed at the present prices, hut at 
those lower prices which would be the 
natural consequence of lower wages. 
Similar considerations apply in a still 
greater degree to employments which 
it is attempted to coniine to persons of 
a certain social rank, such as what are 
called the liberal professions ; into 
which a person of what is considered 
too low a class of society, is not easily 
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admitted, and if admitted, does not 
easily succeed. 

So complete, indeed, has Htlierto 
heen the separation, so strongly marked 
the line of demarcation, between the 
different grades of labourers, as to be 
almost equivalent to an hereditary dis- 
tinction of caste; each employment 
being chiefly recruited firpm the chil- 
dren of those already employed in it, 
or in employments of the same rank 
v\uth it in social estimation, or from 
the children of persons who, if origi- 
nally of a lower rank, have succeeded 
in raising themselves by their exertions. 
The libei’al professions are mostly sup- 
plied by the sons of either the profes- 
sional, or the idle classes : the more 
highly skilled manual employments are 
filled up from the sons of skilled arti- 
zans, or the class of tradesmen who 
rank with them : the lower classes of 
skilledemployments are in a similar 
case;^ and unskilled labourers, with 
occasional exceptions, remain from 
father to son in their pristine condition. 
Consequently the wages of each class 
have hitherto been regulated by tbe 
increase of its own population, rather 
than of the general population of the 
country. If the professions are over- 
stocked, it is because the class of so- 
ciety from which they have always 
mainly been supplied, fias greatly in- 
creased in number, and because most 
of that class have numerous families, 
and bfing^ up some at least of their sons 
to professions. If the wages of artizans 
remain so much higher than those of 
common labourers, it is because arti- 
zans are a more prudent class, and do 
not marry so early or so inconsiderately. 
The changes, however, now so rapidly 
taking place in usages and ideas, are 
undermining all these distinctions ; the 
habits or disabilities which chained 
people to their hereditary condition are 
fast wearing away, and every class is 
exposed to increased and increasing 
competition from at least the class im- 
mediately below it. The general re- 
laxation of conventional barriers, and 
the increased facilities of education 
which already are, and will be in a 
much greater degree, brought within 
the reach of all, tend to produce, among 


many excellent effects, one which is 
the reverse ; they tend to bring down 
tbe wages of skilled labour. The in- 
equality of remuneration between the 
skilled and the unskilled is, without 
doubt, very much greater than is justi- 
fiable ; but it is desirable that this 
should he corrected by raising the un- 
skilled, not by lowering the skilled. If, 
however, the other changes taking 
place in society are not accompanied 
by a strengthening of the checks to 
population on the part of labourers 
generally, there will be a tendency to 
bring tbe lower grades of skilled la- 
bourers under the influence of a rate of 
increase regulated hy a lower standard 
of living than their own, and thus to de- 
teriorate their condition without raising 
that of the general mass ; the stimulus 
given to the multiplication of the lowest 
class being sufficient to- fill np mthout 
difficulty the additional space gained 
by them from those immediately above. 

§ 3. A modifying circumstance still 
remains to be noticed, which interferes 
to some extent 'vuth the operation of 
the principles thus far brought to view. 
While it is true, as a general rule, that 
the earnings of skilled labour, and es- 
pecially of any labour wbicb requires 
school education, are at a monopoly 
rate, from tl^ impossibility, to tbe mass 
of the people, of obtaining that educa- 
tion; it is also true that the policy of 
nations, or the bounty of individuals, 
formerly did much to counteract the 
effect of this limitation of competition, 
hy offering eleemosyna]^ instruction 
to a much larger class of persons than 
could have obtained the same advan-* 
tages by paying their price. Adam 
Smith has pointed out the operation 
of this cause in keeping down the re- 
muneration of scholarly or bookish oc- 
cupations generally, and in particular 
of clergymen, literary men, and school- 
masters, or other teachers of youth. I 
cannot better set forth this part of the 
subject than in his words. 

“It has been considered as of so 
much importance that a proper number 
of young people should be educated for 
certain professions, that sometimes the 
public, and sometimes the piety of 
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private founders, have estaMished 
many pensions, scholarships, exhibi- 
tions, bursaries, &c. for this purpose, 
which draw many more people into 
those trades than could otherwise pre- 
tend to follow them. In all Ohristian 
countries, I helieve, the education of the 
greater part of churchmen is paid for in 
this manner. Very few of them are . edu- 
cated altogether at their own expense. 
The long, tedious, and expensive edu- 
cation, therefore, of those who are, will 
not always procure them a suitable re- 
ward, the church being crowded with peo- 
ple who, in order to get employment, are 
whling to accept of a much smaller re- 
compense than what such an education 
would otherwise have entitled them to ; 
and in this manner the competition of 
the poor takes away the reward of the 
rich.' It would he indecent, no donht, 
to compar@.'ei^her a curate or a chap- 
lain with a journeyman in any common 
trade. The pay of a curate or a chap- 
lain, however, may very properly he 
considered as of .the same nature with 
the wages of a journeyman. They 
are, all three, paid for their work ac- 
cording to the contract which they may 
happen to make with their respective 
superiors. Till after the middle of the 
fourteenth centiuy, five marks, con- 
taining as. much silver as ten pounds 
of our present money, was in England 
the usual pay of a curate or a stipen- 
diary parish priest, as we find it regu- 
lated by the decrees of several difierent 
national councils. At the same period 
fourpence a day, containing the same 
quantity of silver as a shilling of our 
present money, was declared to he the 
pay of a master-mason, and threepence 
a day, equal to ninepence of our present 
money, that of a journeyman mason.* 
The wages of both these labourers, 
therefore, supposing them to have been 
constantly employed, were much supe- 
rior to those of the curate. The wages 
of the master-mason, supposing him to 
have been without employment one- 
third of the year, would have fully 
equalled them. Bjr the 12th of Queen 
Anne, c. 32, it is declared ^ That 
whereas for w^ant of sufficient mainte- 
* ** See the Statute of Labourers, 25 Edw, 


nance and encouragement to curates, 
the cures have in several places been 
meanly supplied, the bishop is there- 
fore empowered to appoint by ■writing 
under his hand and seal a sufficient 
certain stipend or allowance, not ex- 
ceeding fifty, and not less than twenty 
pounds a year.’ Forty pounds a year 
is reckoneeb at present very good pay 
for a curate, and notwithstanding this 
act of parliament, there are many cura- 
cies under twenty pounds a year. This 
last sum does not exceed what is, h.’e- 
quently earned by common labourers 
in many country parishes. Whenever 
the law has attempted to regulate the 
wages of workmen, it has always been 
rather to lower them than to raise 
them. But the law has upon many 
occasions attempted to raise the wages 
of curates, and for the dignity of the 
Ghnrch, to oblige the rectors of parishes 
to^^ve them more than the wretched 
maintenance which they themselves 
might he willing to accept of. And 
in both cases the law seems to have 
Been equally ineffectual, and has never 
been either able to raise the wages of 
curates or to sink those of labourers 
to the degi’ee that was intended, be- 
canse it has never been able to hinder 
either the one from being willing to 
accept of less than the legal allowance, 
on account of the indigence of their 
■situation and the multitude of their 
competitors ; or the other from re- 
ceiving more, on account of the con- 
trary competition of those who expected 
to derive either profit or pleasure from, 
employing them.” 

“ In professions in 'which there are 
no benefices, such as law (?) and physic, 
if an equal proportion of people vs^ere 
educated at the piihlic expense, the 
competition would soon be so great as 
to sink very much tbeir pecuniary 
reward. It might then not be worth 
any man's while to educate his son to 
either of those professions at liis own 
expense. " They would he entirely 
abandoned to such as had been edu- 
cated by those public charities ; whose 
mmihers and necessities would oblige 
them in general to content them- 
selves with a very miserable recom- 
pense. 
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"VTiiat iinprosperous race of men, 
commonly called men of letters, are 
pretty mnch an tlae sitnation wHcli 
lawyers and pliysieians probably would 
be in upon tbe foi’egoing siipposition. 
In eyeiy part of Europe, tbe greater 
part of them have been educated for 
the church, but have been hindered 
by different reasons from entering into 
holy orders. They have generally, 
therefore, been educated at the public 
expense, and their numbers are every- 
where so CTeat as to reduce the price 
of their labour to a very paltry recom- 
pense. 

“ Before the invention of the art of 
printing, the only employment by 
which a man of letters could make 
anything hy his talents, was that of a 
public or private teacher, or hy com- 
municating to other people the curious 
and useful knowledge which he had 
acquired himself: and this is still 
surely a more honourable, a more use- 
ful, and in general even a more, pro- 
fitable employment than that other of 
waiting for a bookseller, to which the 
art of printing has given occasion. 
The time and study, the genius, know- 
ledge, and application requisite to 
qualify an eminent teacher of the 
sciences, are at least equal to what is 
necessary for the greatest practitioners 
in law and physic. But the usual re- 
ward of the eminent teacher hears no 
proportion to that of the lawyer or 
physician; because the trade of the 
one is ca'owded with indigent people 
who have been brought up to it at 
the public expense, whereas those of 
the other two are encumbered with 
very few who have not been educated 
at their own. The usual recompense, 
however, of public and private teachers, 
small as it anay appear, would un- 
doubtedly he less than it is, if the 
competition of those yet more indigent 
men of letters who write for bread was 
Dot taken out of the market. Before 
the invention of the art of printing, a 
scholar and a beggar seem to have 
been terms very nearly synonymous. 
Tbe different governors of the univer- 
sities before that time appear to have 
often granted licenses to their scholors 
to beg.” 


_ § 4. The demand for literary la- 
bour has so greatly increased since 
Adam Smith wrote, while the provi- 
sions for eleemosynary education have 
nowhere been much added to, and in 
the countries which have undergone 
a*evolutions have been much dimi- 
nished, that little effect in keeping 
down the recompense of literary labour 
can now be ascribed to the influence of 
those institutions. But an effect nearly 
equivalent is now produced by a cause 
somewhat similar — ^tbe competition of 
persons who, by analogy with other 
arts, may he called aanateurs. Lite- 
rary occupation is one of those pursuits 
in which success may he attained^ by 
persons the greater paai: of whose time 
is taken up by other employments ; and 
the education necessary for it, is the 
common education of all cultivated 
persons. The inducements to it, inde- 
pendently of money, in the present 
state of the world, to all who have 
either vanity to giatify, or personal or 
public objects to promote, are strong. 
These motives now attract into this 
career a great and increasing number 
of persons who do not need its pecu- 
niary fruits, and who would equally re- 
sort to it if it aflbrded no remunea'ation 
at all. In our oavn country (to cite 
known examples), the most influential, 
and on the whole most eminent philo- 
sophical writer of recent times (Ben- 
tham), the greatest political economist 
(Ricardo), the most epliemerally cele- 
brated, and the really greatest poets 
(Byron and Shelley), and the most suc- 
cessful writer of prose Action (Scott), 
were none of them authors by profes- 
sion ; and only two of the five, Scott 
and Byron, could have supported them- 
selves by the woaks which they wrote. 
Neaaly all the high departments of 
authorship are, to a great extent, simi- 
larly filleL In consequence, although 
the highest pecuniary prizes of suc- 
cessful authorship are incomparably 
ga’eater than at any former period, yet 
on any rational calculation of the 
chances, in the existing competition, 
scarcely any writer can hope to gain a 
living by books, and to do so by maga- 
zines and reviews becomes daily more 
difficult. It is only the more trouble- 
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some and disagreea'ble kinds of literary 
labour, and tliosewhiclx confer no per- 
sonal celebrity, suck as most of those 
connected with newspapers; or with the 
smaller periodicals, on which an edu- 
cated person can now rely for subsist- 
ence. Of these, the remuneration is, 
on the whole, decidedly high ; because, 
though exposed to the competition of 
what used to be called “poor scholars” 
(persons who have received a learned 
education from some public or private 
charity), they are exempt from that of 
amateurs, those who have other means 
of support being seldom candidates for 
such employments. Whether these 
considerations are not connected with 
something radically amiss in the idea 
of authorship as a profession, and whe- 
ther any social arrangement under 
which the teachers of mankind consist 
of persons giving out doctrines for 
bread, is suited to be, or can possibly 
be, a permanent thing — would be a 
subject well worthy of the attention of 
thinkers. 

The clerical, like the literary profes- 
sion, is frequently adopted by persons 
of independent means, either from reli- 
gious zeal, or for the sake of the honour 
or usefulness which may belong to it, 
or for a chance of the high prizes which 
it holds out; and it is now principally 
for this reason that the salaries of 
curates are so low; those salaries, 
though considerably raised by the in- 
fluence of public opinion, being still 
generally insufficient as the sole means 
of support for one who has to maintain 
the externals expected from a clergy 
man of the established church. 

When an occupation is carried on 
chiefly by persons who derive the main 
pAv^-ion of their subsistence from other 
sottrces, its remuneration may be lower 
almost to any extent, than the wages 
of equally severe labour in other em- 
ployments, The principal example of 
the kind is domestic manufactures. 
When spinning and knitting were car- 
ried on in every cottage, by families 
deriving their principal support from 
agriculture, the price at which their 
produce was sold (which constituted 
the remuneration of the labour) was 
often so low, that there would have 
P.E. 


been required great perfection of ma- 
chinery to undersell it. The amount 
of the remuneration in such a case, 
depends chiefly upon whether the quan- 
tity of the commodity, produced by this 
description of labour, suffices to supply 
the whole of the demand. If it does 
not, and there is consequently a neces- 
sity for some labourers who devote 
themselves entirely to the employment, 
the price of the article must be suffi- 
cient to pay those labourers at the 
ordinary rate, and to reward therefore 
very handsomely the domestic pro- 
ducers. But if the demand is so limited 
that the domestic manufacture can do 
more than satisfy it, the price is natu- 
rally kept down to the lowest rate at 
which peasant families think it worth 
while to continue the production. It 
is, no doubt, because the Swiss artizans 
do not depend for the whole of their 
subsistence upon their looms, that Zu- 
rich is able to maintain a competition 
in the European market with English 
capital, and English fuel and ma- 
chinery.* Thus far, as to the remu- 
neration of the subsidiary employment ; 
but the effect to the labourers of hav- 
ing this additional resource, is almost 
certain, to be (unless peculiar counter- 
acting causes intervene) a propor- 
tional diminution of the wages of theiir 
main occupation. The habits of the 
people (as has already been so often 
remarked) everywhere require some 
particular scale of living, and no more, 
as the condition without which they 
will not bring up a family. Whether 
the income which maintains them, in 
this condition comes from one source 
or from two, makes no difference : if 
there is a second source of income, they 
require less fi*om the first ; and multi- 
^ (at least this has always hitherto 
b^n the case) to a point which leaves 
them no more from both .employments, 

* Four-fifths of the manufaeturers of the 
Canton of Zurich are small farmers, gene- 
rally proprietors of their farms. The cotton 
manufacture occupies either wholly or par- 
tially 23,000 people, nearly a tenth part of the 
population; and they consume a greater 
quantity of cotton per inhabitant than either 
France or England. See the Statistical Ac- 
count of Zurich, formerly cited, pp. 105, lOS, 
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than they would probably have bad 
from ei tiler if it bad been tbeir sole 
occupation. 

For the same reason it is found that, 
ccstens paribus, those trades are gene- 
rally the worst paid, in . which the 
wife and children of the artizan aid in 
the work. The income which the 
habits of the class demand, and down 
to which' they are almost sure to mul- 
tiply, is made up, in those trades, by 
She earnings of tlie whole family, while 
% others the same income must be ob- 
tained by the labour of the man alone. 
It is even probable that their collective 
earnings will amount to a smaller sum 
than those of the man alone in other 
trader; because the prudential re- 
straint on marriage is unusually weak 
when the only consequence imme- 
diately felt is an improvement of cir- 
cumstances, the joint earnings of the 
two going further in their domestic 
economy after marriage than before. 
Such accordingly is the fact, in the 
case of hand-loom weavers. In most 
kinds of weaving, women can and do 
-earn as much as men, and children are 
-employed at a very early age ; hut the 
aggregate earnings of a family are 
lower than in almost any other kind of 
industry, and the marriages earlier. It 
is noticeable also that there are cer- 
tain branches of hand-loom weaving in 
which wages are much above the rate 
common in the trade, and that these 
are the branches in which neither 
women nor young persons are em- 
ployed. These facts were authenti- 
cated by the inquiries of the Hand- 
loom Weavers Commission, which made 
its report in 1841. No argument can 
be hence derived for the exclusion of 
women from the liberty of competing 
in the labour market; since even 
when no more is earned by the labour 
of a man and a woman than would 
have been earned by the man alone, 
the advantage to the woman of not de- 
pending on a master for subsistence 
may he more than an equivalent. It 
cannot, however, he considered desir- 
able as a permanent element in the 
condition of a labouring class, that the 
mother of the family (the case of sin- 
gle women is totally different) should 


he under the necessity of working for 
subsistence, at least elsewhere than in 
their place of abode. In the case of 
children, who are neoessarily depend- 
ent, the influence of their competition 
in depressing the labour market is an 
important element in the question of 
limiting their labour, in order to pro- 
vide better for their education. 

§ 5. It deserves consideration, why 
the wages of women are generally 
lower, and very much lower, than those 
of men. They are not universally so. 
Where men and women work at the 
same employment, if it he ^one for 
which they are equally fitted in point . 
of physical power, they are not always 
unequally paid. Women, in factories, 
sometimes earn as much as men ; and 
so they do in hand-loom weaving, 
which, being paid by the piece, brings 
their efficiency to a sure test. When 
the efficiency is equal, but the pay un- 
equal, the only explanation that can 
be given is custom; grounded either 
in a prejudice, or in the ^present con- 
stitution of society, which, making 
almost every woman, socially speak- 
ing, an appendage of some man, en- 
ables men to take systematically the 
lion’s share of whatever belongs to 
both. But the principal question re- 
lates to the peculiar employments of 
women, The remuneration of these' is 
always^ I believe, greatly below that of 
employments of equal skill and equal 
disagreeableness, carried on by men. 
In some of these cases the explanation 
is evidently that already given : as in 
the case of domestic servants, whose 
wages, ^ speaking generally, are not 
determined by competition, but are 
greatly in excess of the market value 
of the labour, and in this excess, as in 
almost all things which are regulated 
by custom, the male sex obtains by far 
the largest share. In the occupations 
in which employers take full advantage 
of competition, the low wages of women 
as compared with the ordinary earn- 
ings of men, are a proof that the em- 
ployments are overstocked : that al- ■ 
though so much smaller a number of 
women, than of men, support them- 
selves by wages, the occupations which 
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law and usage make accessible to tliem 
are comparatively so few, that tbe field 
of tbeir emplo 3 mien.t is still more aver- 
crowded. It must be observed, that as 
matters now stand, a sufficient degree 
of overcrowding may depress tbe wages 
of women to a mucb lower minimum 
than those of men. The wages, at 
least of single women, must be equal 
to tbeir support ; but need not be more 
than equal to it ; the minimum, in tbeir 
case, is tbe pittance absolutely requi- 
site for tbe sustenance of one human 
being. How the lowest point to which 
the most superabundant competition 
can permanently depress the wages of 
a man, is always somewhat more than 
this. Where the wife of a labouring 
man does not by general custom con- 
tribute to his earnings, the maffis wages 
must be at least sufficient to support 
himself, a wife, and a number of chil- 
dren adequate to keep up the popula- 
tion, since if it were less, the population 
would not be kept up. And even if 
the wife earns something, their joint 
wages must be sufficient to support, 
not only themselves, but (at least for 
some years) their children also. The 
ne ^lus ultra of low wages, therefore, 
(except during some transitory crisis, 
or in some decaying employment,) can 
hardly occur in any occupation which 
the person employed has to live by, 
except the occupations of women. 

§ 6. Thus far, we have, through 
this discussion, proceeded on the sup- 
position that competition is free, so far 
’ as regards human interference ; being 
limited only by natural causes, or by 
the unintended effect of general social 
circumstances. But law or custom 
may interfere to limit competition. 
If apprentice laws, or the regulations 
of corporate bodies, make the access 
to a particular employment slow, 
costly, or difficult, the wages of that 
employment may be kept much above 
their natural proportion to the wages 
of common labour. They might he so 
kept without any assignable limit, 
were it not that wages which exceed 
the usual rate require corresponding 
prices, and that there is a limit to the 
price at which even a restricted num- 


ber of producers can dispose of all they 
produce. In most civilized countries, 
the restrictions of this kind which, 
once existed have been either abo- 
lished or very much relaxed, and will, 
no doubt, soon disappear entirely. In 
some trades, however, and to some ex- 
tent, the combinations of workmen 
reduce a similar effect. Those com- 
inations always fail to uphold wages 
at an artificial rate, unless they also 
limit the number of competitors. But 
they do occasionally succeed in accom- 
plishing this. In several trades -the 
workmen have been able to make it 
almost impracticable for strangers to ob- 
tain admission either as journeymen or 
as apprentices, except in limited num- 
bers, and under such restrictions as 
they choose to impose. It was given 
in evidence to the Hand-loom Weavers 
Commission, that this is one of the 
hardships which aggravate the grievous 
condition of that depressed class. Their 
own employment is overstocked and 
almost ruined but there are many 
other trades which it would not be dif- 
ficult for them to learn : to this, how- 
ever, the combinations of workmen iu 
those other trades are said to interpose 
an obstacle hitherto insurmountable. 

Notwithstanding, however, the cruel 
manner in which the exclusive prin- 
ciple of these combinations operates in 
a case of this peculiar nature, the 
question, whether they are on the 
whole more useful or mischievous, re- 
quires to be decided on an enlarged 
consideration of consequences, among 
which such a fact as this is not one of 
the most important items. Putting 
aside the atrocities sometimes com- 
mitted by workmen in the way of per- 
sonal outrage or intimidation, which 
cannot be too rigidly repressed ; if the 
present state of the general habits of 
the people were to remain for ever un- 
improved, these partial combinations, 
in so far as they do succeed in keeping 
up the wages of any trade by limiting 
its numbers, might he looked upon as 
simply intrenching round a particular 
spot against the inroads of over-popu- 
lation, and making the wages of the 
class depend upon their own rate of 
increase, instead of depend!^ on that 
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of a more reclvless and improvident 
class than themselves^. What at first 
sight seems the injustice of excluding 
the more numerous body from sharing 
the gains of a comparatively few, dis- 
appears when we consider that by 
being admitted, they would not be 
made better off, for more than a short 
time; the only permanent effect which 
their admission would produce, would 
bo to lower the others to their own 
level. To what extent the force of 
this consideration is annulled when a 
tendency commences towards dimi- 
nished over-crowding in the labouring 
classes generally, and what grounds of 
a different nature there may be for re- 
garding the existence of trade combi- 
nations as rather to be desired than 
deprecated, vdll be considered in a 
subsequent chapter of this work, with 
the subject of Combination Laws. 

§ 7. To conclude this subject, I 
must repeat an observation already 
made, that there are kinds of labour of 
which the wages are fixed by custom, 
and not by competition. Such are the 
fees or charges of professional persons : 
of physicians, surgeons, barristers, and 
even attorneys. These, as a general 
rule, do not vary, and though competi- 
tion operates upon those classes as 
much as upon any others, it is by di- 
viding the business, not, in general, by 
diminishing the rate at which it is 
aid. The cause of this, perhaps, has 
een the prevalence of an opinion that 
such persons are more trustworthy if 
paid highly in proportion to the work 
they perform; insomuch that if a lawyer 
or a physician offered his services at 
less than the ordinary rate, instead of 
gaining more practice, he would pro- 
bably lose that which he already had. 
Eor analogous reasons it is usual to 


pay greatly beyond the market price of 
their labour, all persons in whom the 
employer wishes to place peculiar trust, 
or from whom he requires something 
besides their mere services. For ex- 
ample, most persons who can afford it, 
pay to their domestic servants higher 
wages than would purchase in the 
market the labour of persons fully as 
competent to the work reqitired. They 
do this, not merely from ostentation, 
but also from more reasonable motives ; 
either because they desire that those 
they employ should serve them cheer- 
fully, and be anxious to remain in their 
service ; or because they do not like to 
drive a hard bargain with people whom 
they are in constant intercourse with; 
or because they dislike to have ne(p 
their persons, and continually in their 
sight, people with the appearance and 
habits which are the usual accompani- 
ments of a mean remuneration. Simi- 
lar feelings operate in the minds of 
persons in business, with respect* to 
their clerks and other employes. ^ Li- 
berality, generosity, and the credit of 
the employer, are motives which, to 
whatever extent they operate, preclude 
taking the utmost advantage of compe- 
tition: and doubtless such motives 
might, and even now do, operate on 
employers of labour in all the great 
departments of industry; and most de- 
sirable is it that they should. But 
they can never raise the average wages 
of labour beyond the ratio of population 
to capital. By giving more to each 
person employed, they limit the power 
of giving employment to numbers; and 
however excellent their moral effect, 
they do little good economically, unless 
the pauperism of those who are shut 
out, leads indirectly to a readjustmtint 
by means of an increased restraint on 
population. 
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CHAPTEE XV. 

OF PEOFITS. 


§ 1. Havino treated of tlie la- 
l>ourer’s share of the produce, we next 
proceed to the share of the capitalist ; 
the profits of capital or stock ; the gains 
of the person who adYances the ex- 
penses of production — who, from funds 
in his possession, pays the wages^ of 
the labourers, or supports them during 
the work; who supplies the requisite 
buildings, materials, and tools or ma- 
ohinery; and to whom, hy the usual 
terms of the contract, the produce be- 
longs, to be disposed of at his pleasure. 
After indemnifying him for his outlay, 
there commonly remains a surplus, 
which is his profit ; the net income 
from his capital: the amount which 
he can alford to expend in necessaries 
or pleasures, or from which hy further 
saving he can add to his wealth. 

As the wages of the labourer are the 
remuneration of labour, so the profits 
of the capitalist are properly, according 
to Mr. Senior’s well-chosen expression, 
the remuneration of abstinence. They 
are what he gains by forbearing to 
consume his capital for his own uses, 
and allowing it to be consumed by 
productive labourers for their uses. 
For this forbearance he ^ requires a 
recompense. Very often in personal 
enjoyment he would be a gainer^ by 
squandering his capital, the capital 
amounting to moi'e than the sum of the 
profits which it will yield during the 
,years he can expect to live. But while 
he retains it undiminished, he has al- 
ways the power of consuming it if he 
wishes or needs; he can bestow it upon 
others at his death; and in the mean- 
time he derives from it an income, 
which he can without impoverishment 
apply to the satisfaction of his own 
wants or inclinations. 

Of the gains, however, which the 
possession of a capital enables a pex'son 
to make, a part only is properly an 
^ui valent for the use of the capital 
itself; namely, as much as a solvent 


person would be willing to pay for the 
loan of it. This, which as everybody 
knows is called interest, is all that a 
person is enabled to get by merely ab- 
staining from the immediate consump- 
tion of his capital, and allowing it to 
he used for productive purposes by 
others. The remuneration which is 
obtained in any country for mere ab- 
stinence, is measured by the current 
rate of interest on the best security; 
such security as precludes any ap>pre- 
ciable chance of losing the principal. 
What a person expects to gain, who 
superintends the employment of his 
own capital, is always more, and gene- 
rally much more, than this. The rate 
of profit greatly exceeds the rate of in- 
terest. The surplus is partly compensa- 
tion for risk. By lending his capital, on 
unexceptionable security, he runs little 
or no risk. But if he embarks in busi- 
ness on his own account, he always 
exposes his capital to some, and in 
many cases to very great, danger of 
partial or total loss. For this danger 
he must be compensated, otherwise he 
will not incur it. He must likewise be 
remunerated for the devotion of his 
time and labour. The control of the 
operations of industry usually belongs 
to the person who supplies the whole 
or the greatest part of the funds by 
which they are carried on, and who, 
accqi-ding to the ordinary arrangement, 
is either alone interested, or is the per- 
son most interested (at least directly), 
in the result. To exercise this control 
with efficiency, if the concern is large 
and complicated, requires great assi- 
duity, and often, no ordinary skill. This 
assiduity and skill must be remune- 
rated. 

The gross profits from capital, the 
gains returned to those who supply the 
funds for production, must suffice for 
these three purposes. They must 
afford a sufficient equivalent for absti- 
nence, indemnity for risk, and remu- 
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neration for tlie labour and skill re- 
quired for superintendence. These 
different compensations may be either 
paid to the same, or to different per- 
sons. The capital, or some part of it, 
may be borrowed : may belong to some 
one who does not undertake the risks 
or the trouble of business. In that 
case, the lender, or owner, is the per- 
son who practises the abstinence ; and 
is remunerated for it by the interest 
paid to him, while the difference be- 
tween the interest and the gross profit 
remunerates the exertions and risks of 
the undertaker.* Sometimes, again, 
the capital, or a part of it, is supplied 
by what is called a sleeping partner ; 
who shares the risks of the employ- 
ment, but not the trouble, and who^ in 
consideration of those risks, receives 
not a mere interest, but a stipulated 
share of the gross profits. Sometimes 
the capital is supplied and the risk 
incurred by one person, and the busi- 
ness carried on exclusively in his name, 
while the trouble of management is 
made over to another, who is engaged 
for that purpose at a fixed salary. 
Management, however, by hired ser- 
vantSj who have no interest in the 
result hut that of preserving their 
salaries, is proverbially inefficient, un- 
less they act under the inspecting eye, ■ 
if not the controlling hand, of the per- 
son chiefly interested : and prudence 
almost always recommends giving to 
a manager not thus controlled, a re- 
muneration ^partly dependent on the 
profits; which virtually reduces the 
case to that of a sleeping partner. Or 
finally, the same person may own the 
capital, and conduct the business; 
adding, if he will and can, to the man- 
agement of his own capital, that of as 
much more as the owners may he will- 
ing to trust him. wuth. But under 
any and all of these arrangements, the 
same three things require their remu- 
neration, and must obtain it from the 
gross profit : abstinence, risk, exertion. 
And the three parts into which profit 
may he considered as resolving itself, 
♦It is to be regretted that this word, in 
this sense, is not familiar to an English ear. 
French political economists enjoy a gj’eat 
advantage in being able to spea^ cnrrently 
of les profits de V entrepreneur* 


may be described respectively as inte« 
rest, insurance, and wages of superin- 
tendence. 

§ 2. The lowest rate of profit which 
can permanently exist, is that which 
is barely adequate, at the given place 
and time, to afford an equivalent for 
the abstinence, riskj and exertion im- 
plied in the- employment of capital. 
From the gross profit, has first to he 
deducted as much as will form a fund 
sufficient on the average to cover all 
losses incident to the emplojunent. 
Next, it must afford such an equivalent 
to the owner of the capital -for forbear- 
ing to consume it, as is then and 
there a stiffioient motive to him to per- 
sist in his abstinence. How much 
will be required to form this equiva- 
lent, depends on the comparative value 
placed, in the given society, upon the 
present and the future : (in the words 
formerly used) on the strength of the 
effective desire of accumulation. Fur- 
ther, after covering all losses, and re- 
munerating the owner for forbearing to 
consume, there must be something left 
to recompense the labour and skill of 
the person who devotes his time to the 
business.^ This recompense too must 
be sufficient to enable at least the 
owners of the larger capitals to receive 
fi&r their trouble, or to pay to some 
manager for his, what to them or him 
will be a sufficient inducement for un- 
dergoing it. If the surplus is no more 
than this, none but large masses of 
capital will be employed productively ; 
and if it did not even amount to this, 
capital would he withdrawn from pro- 
duction, and unproductively consumed, 
until, by an indirect conseqnence of its 
diminished amount, to be explained 
hereafter, the rate of profit was raised. 

Such, then, is the minimum of 
profits : but that minimum is exceed- 
ingly variable, and at some times and 
places extremely low; on account of 
the great variableness of two out of 
its three elements. That the rate of 
necessary remuneration for abstinence, 
or in otner words tbe effective desire 
of accumulation, differs widely in dif- 
ferent states of society and civilization, 
has been seen in a former chapter. 
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There is a still wider diference in the 
element which consists in compensa- 
tion for risk. I am not now speaking 
of the cliiferences in point of risk be- 
tween different employments of capital 
in the same society, bnt of the very 
different degrees of seemity of property 
in different states of society. Where, 
as in many of the governments of 
Asia, property is in perpetual danger 
of spoliation from a tjnrannical govern- 
ment, or from its rapacious and ill- 
controlled officers ; where to possess or 
to he suspected of possessing wealth, is 
to he a mark not only for plunder, but 
perhaps for personal ill-treatment to 
extort the disclosure and surrender of 
hidden valuables ; or where, as in the 
Em’opean middle ages, the weaknep 
of "the government, even when not it- 
self inclined to oppress, leaves its sub- 
jects exposed without protection or 
redress to active spoliation, or auda- 
cious withholding of just rights, by any 
powerful individual ; the rate of profit 
which persons of average dispositions 
will require, to make them forego the 
immediate enjoyment of what they 
happen to possess, for the purpose of 
exposing it and themselves to these 
perils, must be something very con- 
siderable. And these contingencies 
affect those who live on the mere inte- 
rest of their capital, in common with 
those who personally engage in pro- 
duction. In a generally secure state 
of society, the risks which may be 
attendant on the nature of particular 
employments seldom fall on the person 
who lends his capital, if he lends on 
good security ; hut in a state of society 
like that of many parts of Asia, no 
security (except perhaps the actual 
pledge of gold or jewels) is good : and 
the mere possession of a hoard, when 
known or suspected, exposes it and the 
possessor to risks, for which scarcely 
any profit he could expect to obtain 
would be an equivalent ; so that there 
would be still less accumulation than 
there is, if a state of insecurity did not 
also multiply fhe occasions on which 
the possession of a treasure may be^ the 
means of saving life, or averting serious 
calamities. Thos? who lend, under 
these wretched gOTemments, do it at 


the utmost peril of never being paid. 
In most of the native states of India, 
the lowest terms on which any one 
will lend money, even to the govern/ 
ment, are such, thdt if the interest is 
paid ^only for a few years, and the 
principal not at all, the lender is tolen 
ably well indemnified. If the accumu- 
lation of principal and compound inte- 
rest is ultimately compromised at a 
few shillings in the pound, he has 
generally made an advantageous bar- 
gain. 

§ 3. The remuneration of capital in 
difiereut employments, much more than 
the remuneration of labour, varies ac- 
cording to the circumstances which 
render one employment more attrac- 
tive, or more repulsive, than another. 
The profits, for example, of retail 
trade, in proportion to the capital em- 
ployed, exceed those of wholesale 
dealers or manufacturers, for this rea- 
son among others, that there is less 
consideration attached to the employ- 
ment. The greatest, however, of these 
difierences, is that caused by difference 
of risk. The profits of a gunpowder 
manufacturer must be considerably 
gi'eater than^the average, to make up 
for the peculiar risks to which he and 
his property are constantly exposed. 
"When, however, as in the case of 
marine adventure, the peculiar risks 
are capable of being, and commonly 
are, commuted for a fixed payment, 
the premium of insurance takes its 
regular place among the charges of 
production ; and the compensation 
which the owner of the ship or cargo 
receives for that payment, does not ap- 
pear in the estimate of his profits, but 
is included in the replacement of his 
caffital. 

The portion, too, of the gross profit, 
which forms the remuneration for the 
labour and skill of the dealer or pro- 
ducer, is very different in different em- 
ployments. This is the explanation 
always given of the extraordinary rate 
of apothecaries’ profit; the greatest 
part, as Adam Smith observes, being 
irequently no more than the reasonable 
wages of professional attendance ; for 
which, until a late alteration of the 
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law, tlie apothecary could not demand 
any remimeration, except in the prices 
of his drugs. Some occupations require 
a considerable amount of scientific or 
technical education, and can only he 
carried on hy persons who combine with 
that education a considerable capital. 
Such is the business of an engineer, 
both in the original sense of the term, 
a machine-maker, and in its popular 
or derivative sense, an undertaker of 
public works. These are always the 
most profitable employments. There 
are cases, again, in which a consider- 
able 'amount of labour and skill is re- 
quired to conduct a business necessarily 
of limited extent. In such cases a 
higher than common rate of profit is 
necessary to yield only the common 
rate of remuneration. “ In a small sea- 
port town,” says Adam Smith, “ a 
little grocer will make forty or fifty per 
cent upon a stock of a single hundred 
pounds, while a considerable wholesale 
merchant in the same place will scarce 
make eight or ten per cent upon a stock 
of ten thousand. The trade of the 
grocer may be necessary for the con- 
veniency of the inhabitants, and the 
narrowness of the market may not 
admit the employment of a larger 
capital in the business. Tbe man, 
however, must not only live by his 
trade, but live by it suitably to 
the qualifications which it requires. 
Besides possessing a little capital, he 
must he able to read, write, and ac- 
count, and must he a tolerable judge, 
too, of perhaps fifty or sixty different 
sorts of gdods, their prices, qualities, 
and the markets where they are to 
be had cheapest. Thirty or forty 
pounds a year cannot be considered as 
too great a recompense for the labour 
of a person so accomplished. Deduot 
this from the seemingly great profits of 
his capital, and little more will remain, 
perhaps, than the ordinary profits of 
stock. The greater part of the apparent 
profit is, in this case, too, real wages.” 

All the natural monopolies (meaning 
thereby those which are created by 
circumstances, and not by law) which 
produce or aggravate the disparities in 
the remuneration of different kinds of 
labour, operate similarly between dif- 


ferent employments of capital. If a 
business can only be advantageously 
carried on by a large capital, this in 
most countries limits so narrowly the 
class of persons who can enter into the 
employment, that they are enabled to 
keep their rate of profit above the 
general level. A trade may also, from 
the nature of the case, be confined to 
so few hands, that profits may admit 
of being kept up hy a combination 
among the dealers. It is weH known 
that even among so numerous a body 
as tbe London booksellers, this sort of 
combination long continued to exist. 
I have already mentioned tbe case of 
the gas and water companies. 

§ 4. After due allowance is made 
for these various causes of inequality, 
namely, differences in the risk or 
agreeableness of different employments, 
and natural or artificial monopolies; 
the rate of profit on capital in all em- 
ployments tends to an equality. Such 
is the proposition usually laid down by 
political economists, and under proper 
explanations it is true. 

• That portion of profit which is 
properly interest, and which forms the 
real remuneration for abstinence, is 
strictly the same, at the same time and 
place, whatever be the employment. 
The rate of interest on equall;^ good 
security, does not vary according to 
the destination of the principal, though 
it does vary from time to time very 
much, according to the circumstances 
of the market. There is no employ* 
ment in which, in the present state of 
industry, competition is so active and 
incessant as in the lending and borrow- 
ing of money. All persons in business 
are occasionally, and most of them 
constantly, boiTOwers: while all persons 
not in business, w^'ho possess monied 
property, are lenders. Between these 
two great bodies, there is a numerous, 
keen, and intelligent class of middle- 
men, composed of bankers, stockbrokers, 
discount brokers, and others, alive to 
the slightest breath of probable gain. 
The smallest circumstance, or the most 
transient Impression on the public 
mind, which tends, to an incroaso or 
diminution of the demand for loans 
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either at the time or prospectively, 
operates immediately on the rate of 
interest: and circumstances in the 
general state of trade, really tending 
to cause this difference of demand, are 
continually occurring, sometimes to 
such an extent, that the rate of inte- 
rest on the best mercantile bills has 
been known to vary in little more than 
a year (even without the occurrence of 
the great derangement called a com- 
mercial crisis) from four or less, to eight 
or nine per cent. But, at the same 
time and place, the rate of interest is 
the same, to all who can give equally 
good security. The market rate of 
interest is at all times a known and 
definite thing. 

It is far otherwise with gross profit ; 
which, though (as will presently he seen) 
it does not vary much from employ- 
ment to employment, varies very greatly 
from individual to individual, and can 
scarcely he in any two cases the same. 
It depends on the knowledge, talents, 
economy, and. energy of the capitalist 
himself, or of the agents whom he em- 
ploys ; on the accidents of personal con- 
nexion ; and even on chance. Hardly 
any two dealers, in the same trade, 
even if their commodities are equally 

f ood and equally cheap, carry on their 
usiness at the same expense, or turn 
over their capital in the same time. 
That equal capit{ris give equal profits, 
as a general maxim of trade, would be 
as false as that equal age or size gives 
equal bodily strength, or that equal 
reading or experience gives equal 
knowledge. The effect depends as 
much upon twenty other things, as 
upon the single cause specified. 

But though profits thus vary, the 
parity, on the whole, of different modes 
of employing capital (in the absence 
of any natural or artificial monopoly) 
is, in a certain, and a veiy important 
sense, maintained. On an average 
fw^batever may be the occasional 
fluctuations) the various employments 
of capital are on such a footing, as to 
holdout, not equal profits, but equal 
expectations of profit, to persons of 
average abilities and advantages. By 
equal, I mean after making compensa- 
tion for any inferiority in the agree- 


ahleness or safety of an employment. 
If the case were not so ,* if there were 
evidently, and to common experience, 
more favourable chances of pecuniary 
success in one business than iii others, 
more persons would engage their capi- 
tal in the business, or would bring up 
tbeir sons to it ; which in fact always 
happens when a business, like that of 
an engineer at present, or like any 
newly established and prosperous manu- 
facture, is seen to be a growing and 
thriving one. If, on the contrary, a 
business is not considered thriving ; if 
the chances of profit in it are thought 
to be inferior to those in other employ- 
ments ; capital gradually leaves it, or 
at least new capital is not attracted to 
it ; and by this change in the distribu- 
tion of capital between the less profit- 
able and the more profitable employ- 
ments, a sort of balance is restored. 
The expectations of profit, therefore, in 
different employments, cannot long con- 
tinue very different: they tend to a 
common average, though they are 
generally oscillating from one side to 
the other side of the medium. 

* This equalizing process, commonly 
described as the transfer of capital from 
one employment to another, is not 
necessarily the onerous, slow, and 
almost impracticable operation which 
it is very often represented to be. In 
the first place, it does not always im- 
ply the actual removal of capital 
already embarked in an employment. 
In a rapidly progressive state of capital, 
the adjustment often takes place by 
means of the new accumulations of each 
year, which direct themselves in prefer- 
ence towards the moi*e thriving trades. 
Even when a real transfer of capital is 
necessary, it is by no means implied 
that any of those who are engaged in 
the unprofitable employment, relinquish 
business and break up their establish- 
ments. The numerous and multifarious 
channels of credit, through which, iix 
commercial nations, unemployed capital 
diffuses itself over the field of employ- 
ment, flowung over in greater abund- 
ance to the loTver levels, are the means 
by which the equalization is accom- 

E iished. The process consists in a 

mitation by one class of dealei-s or 
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producers, and an extension "by tlie 
other, of that portion of their husiness 
•which is carried on with borrowed 
capital. There is scarcely any dealer 
or producer on a considerable scale, 
who confines his business to what can 
be carried on by his own funds. When 
trade rs good, he not only uses to the 
utmost his own capital, but employs, 
in addition, much of the credit which 
that capital obtains for him. When, 
either from over-supply or from some 
slackening in the demand for his com- 
modity, he finds that it sells more 
slowly or obtains a lower price, he con- 
tracts his operations, and does not 
apply to bankers or other money 
dealers for a renewal of their advances 
to the same extent as before. A busi- 
ness which is increasing holds but, on 
the contrary, a prospect of profitable 
employment for a larger amount of tbis 
floating capital than previously, and 
those engaged in it become applicants 
to the money dealers for larger ad- 
vances, which, from their improving 
circumstances, they^ have no difficulty 
in obtaining. A different distribution 
of floating capital between two em- 
ployments has as much effect in re- 
storing their profits to an equilibrium, 
as if the owners of an equal amount of 
capital were to abandon the one trade 
and carry their capital into the other. 
This easy, and as it were spontaneous, 
method of accommodating production 
to demand, is quite sufficient to con'ect 
any inequalities arising from the fluc- 
tuations of trade, or other causes ot 
ordinary occuiTence. In the case of 
ar altogether declining trade, in which 
i i is necessary that the production 
should be, not occasionally varied, but 
greatly and permanently diminished, 
or perhaps stopped altogether, the pro- 
cess of extricating the capital is, no 
doubt, tardy and difficult, and almost 
always attended with considerable 
loss; much of the capital fixed in ma- 
chinery, buildings, permanent works, 
&c. being either not applicable to any 
other purpose, or only applicable after 
expensive alterations; and time being 
seldom given for effecting the change 
in the. mode in which it would be 
effected with least loss, namely, by 


not replacing the fixed capital as it 
wears out. There is besides, in totally 
changing the destination of a capital, 
so ^eat a sacrifice of established con- 
nexion, and of acquired skill and ex- 
perience, that people are always very 
slow in resolving upon it, and hardly 
ever do so until long after a change of 
fortune has become hopeless. These, 
however, are distinctly exceptional 
cases, and even in these the equaliza- 
tion is at last effected. It may also 
happen that the return to equilibrium 
is considerably protracted, when, before 
one inequality has been corrected, 
another cause of inequality arises ; 
which is said to have been continually 
the case during a long series of years, 
with the production of cotton in the 
Southern States of Korth America; the 
commodity having been upheld at 
what was -virtually a monopoly price, 
because the increase of demand, from 
successive improvements in the manu- 
facture, went on with a rapidity so 
much beyond expectation, that for many 
years the supply never completely 
overtook it. But it is not often that a 
succession of disturbing causes, all 
acting in the same direction, are known 
to follow one another with hardly any 
interval. Where there is no monopoly, 
the profits of a trade are likely to range 
sometimes above and sometimes below 
the general level, but tending always to 
return to it ; like the oscillations of the 
pendulum. 

In general, then, although profits are 
very differen't to different individuals, 
and to the same individual in different 
years, there cannot be much diversity 
at the same time and place in the 
average profits of different employ- 
ments, (other than the standing differ- 
ences necessary to compensate for 
difference of attractiveness), except for 
short periods, or when some great per- 
manent revulsion has overtaken a par- 
ticular trade. If any popular impres- 
sion exists that some trades are more 
profitable than others, independently of 
monopoly, or of such rare accidents as 
have been noticed in regard to the 
cotton ^ trade, the impression is in all 
probability fallacious, since if it were 
shared by those who have greatest 
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means of knowledge and motives to 
accurate examination, there would take 
place such an influx of capital as would 
soon lower the proflts to the common 
level. It is true that, to persons with 
the same amount of original means, 
there is more chance of making a large 
fortune in some employments than in 
others. But it would he found that^in 
those same employments bankruptcies 
also are more frequent, and that the 
chance of greater success is balanced 
by a gi'eater probability of complete 
failure. Very often it is more than 
balanced : for, as was remarked in 
another case, the chance of great prizes 
operates with a greater degree of 
strength than arithmetic will waiTant, 
in attracting competitors ; and I doubt 
not that the average gains, in a trade 
in which large fortunes may he made, 
are lower than in those in which gains 
are slow, though comparatively sure, 
and in which nothing is to be ulti- 
mately hoped for beyond a competency. 
The timber trade of Canada is one ex- 
ample of an employment of capital, 
partaking so mucia of the nature of a 
lottery, as to make it an accredited 
opinion that, taking the adventurers in 
the aggregate, there is more money 
lost by the trade than gained by it; in 
other words, that the average rate of 
profit is less than nothing. In such 
points as this, much depends on the 
characters of nations, according as they 
partake more or less of the adventur- 
ous, or, as it is called when the inten- 
tion is to blame it, the gambling spirit. 
This spirit is much stronger in the 
United States than in Great Britain ; 
and in Great Britain than in any 
country of the Continent. In some 
Continental countzies the tendency is 
so much the reverse, that safe and quiet 
employments pi'obably yield a less 
average profit to the capital engaged, 
in them, than those which offer greater 
gains ai the price of gTeater hazards. 

It must not however he forgotten, 
that even in the countries of most 
active competition, custom also has a 
considerable share in determining the 
profits of trade. There is sometimes 
an idea afioat as to what the profit of 
an employment should be, which though 


not adhered to by all the dealers, nor 
perhaps rigidly by any, still exercises a 
certain influence over their operations. 
There has been in England a kind of 
notion, how widely prevailing I know 
not, that fifty per cent is a proper and 
suitable rate of profit in retail trans- 
actions: understand, not fifty per cent 
on the whole capital,, but an advance 
of fifty per cent on the wholesale 
prices ; from which have to he defrayed 
had debts, shop rent, the pay of clerks, 
shopmen, and agents of all descrip- 
tions, in short all the expenses of the 
retail business. If this custom were 
universal, and strictly adhered to, com- 
petition indeed would still operate, hut 
the consumer would not derive any 
benefit from it, at least as to price ; the 
way in which it would diminish the ad- 
vantages of those engaged in retail 
trade, would be by a gi-eater subdivision 
of the hnsiness. In some parts of the 
Continent the standard is as high as a 
hundred per cent. The increase of 
competition however, in England at 
least, is rapidly tending to bi’eak down 
customs of this description. In the 
majority of trades, (at least in the great 
emporia of trade,) there are numerous 
dealers whose motto is “ small gains 
and frequent’^-— a great business at low 
prices, rather than high prices and few 
transactions; and by turning over their 
capital more rapidly, and adding- to 
it by borrowed capital when needed, 
the dealers often obtain individually 
higher profits ; though they necessarily 
lower the profits of those among their 
competitors, who do not adopt the 
same principle, Nevertheless, com- 
petition, as remarked'^ in a previous 
chapter, has, as yet, but a limited 
dominion over retail prices; and con- 
sequently the share of the whole pro- 
duce of land and labour which is ab- 
sorbed in the remuneration of mere 
distributoi's,, continues exorbitant ; and 
there is no function in the economy of 
society which supports a number of 
persons so disproportionate to the 
amount of work to be performed. 

§ 5. The preceding remarks have, 
I hope, sufficiently elucidated what is 
* Vide supra, book U. cli. iv. § 3. 
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meant by the comm on phrase^ “ the 
ordinary rate of profit and the sense 
in which, and the limitations under 
which, this ordinary rate has a real 
existence. It now remains to con- 
sider, what causes determine its 
amount. 

To popular apprehension it seems as 
if the profits of business depended upon 
prices. A producer or dealer seems to 
obtain his profits by selling his com- 
modity for more than it cost him. 
Profit altogether, people are apt to 
think, is a consequence of purchase and 
sale. It is only (they suppose) because 
there are purchasers for a commodity, 
that the producer of it is able to make 
any profit. Demand — customers — a 
market for the commodity, are the' 
cause of the gains of capitalists. It is 
by the sale of their goqds, that they 
replace their capital, and add to its 
amount. 

This, however, is looking only at the 
outside surface of the economical ma- 
chinery of society. In no case, we find, 
is the mere money which passes from 
one person to another, the fundamental 
matter in any economical phenomenon. 
If we^ look more narrowly into the 
operations of the producer, we shall 
erceire that the money he obtains for 
is commodity is not the cause of his 
having a profit, but only the mode in 
which his profit is paid to him. 

The cause of profit is, that labour 
produces more than is required for its 
support. The reason why agricultural 
capital yields a profit, is because 
human beings can grow more food, 
than is necessary to feed them while it 
is heing^ grown, including the time oc- 
cupied in confiti'ucting the tools, and 
making all other needful preparations ; 
foom which it is a consequence, that if 
a capitalist undertakes to feed the la- 
bourers on condition of receiving the 
produde, he has some of it remaining 
for himself after replacing his advances. 
To vary the form of the theorem; the 
reason why capital yields a profit, is 
because food, clothing, materials and 
tools, last longer than the time which 
was required to produce them ; so that 
if a capitalist supplies a party of la- 
bourers with these things, bn con- 


dition of receiving all they produce, 
they wall, in addition to reproducing 
their owoi necessaries and fnstruinents, 
have a portion of tlieir time remaining, 
to work for the capitalist. AVe thus 
see that profit arises, not from the in- 
cident of exchange, but from the pro- 
ductive power of labour ; and the gene- 
ral profit of the country is always what 
the productive power of labour makes 
it, whether any exchange takes place 
or not. If there were no division of 
employments, there would he no buy- 
ing or selling, but there would still be 
profit. If the labourers of the country 
collectively produce twenty per cent 
more than their wages, profits will he 
twenty per’ cent, whatever prices 
may or may not be. The accidents of 
price may for a time make one set of 
producers get more than twenty per 
cent, and another less, the one commo- 
dity being rated above its natural value 
in relation to other commodities, and 
the other below, until prices have again 
adjusted themselves; but there will 
always be just twenty per cent divided 
among them all. 

I proceed, in expansion of the consi- 
derations thus briefly indicated, to ex- 
hibit more minutely the mode in which 
the rate of profit is determined. 

§ 3, I assume, throughout, the 
state of things, which, where the la- 
bourers and capitalists are sepai'ate 
classes, prevails, with few exceptions, 
universally; namely, that the capitalist 
advances the whole expenses, including 
the entire remuneration of the labourer. 
That he should do so, is not a matter 
of inherent necessity; the labourer 
might wait until the production is 
complete, for all that part of his 'uaages 
which exceeds mere necessaries; and 
even for the whole, if he has funds in 
hand, sufficient for his temporary sup- 
ort. But in the latter case, the la- 
ourer is to that extent really a capi- 
talist, investing papital in the concern, 
by supplying a portion of the funds neces- 
sary for carrying, it on ; and even in the 
former case he may be looked upon in 
the same light, since, contributing his 
labour af less than the market price, 
he may be regarded as lending the dif- 
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%rence to liis employer, and receiving 
it back with, interest (on whatever 
principle cofcpiited) from the proceeds 
of the enterprise. 

The capitalist, then, may he assumed 
to make all the advances, and receive 
air the produce. His profit consists of 
the excess of the produce above the 
advances ; his rate of profit is the ratio 
which that excess bears to the amount 
advanced. But what do the advances 
consist of? 

It is, for the present, necessary to 
suppose, that the capitalist does not 
pay any rent ; has not to purchase the 
use of any appropriated natural agent. 
This indeed is scarcely ever the exact 
truth. The agricultural capitalist, 
except when he is the owner of the 
soil he cultivates, always, or almost 
always, pays rent : and even in manu- 
factures, (not to mention ground-rent,) 
the materials of the manufacture have 
generally paid rent, in some stage of 
their production. The nature of rent 
however, we have not yet taken into 
consideration; and it will hereafter 
appear, that no practical error, on the 
question we are now examining, is 
produced by disregarding it. 

If, then, lea^dng rent out of the 
question, we inquire in what it is that 
the advances of the capitalists, for pur- 
poses of production, consists, we shall 
find that they consist of w’-ages of 
labour. 

A large portion of the expenditure of 
every capitalist consists in the direct 
payment of wages. What does not 
consist of this, is composed of materials 
and implements, including buildings. 
Bixt materials and implements are pro- 
duced by labour ; and as our supposed 
capitalist is not meant to represent 
a single employment, but to be a type 
of the productive industry of the whole 
country, we may suppose that he 
makes his own tools, and raises his 
own materials. He does this by means 
of previous advances, which, again, 
consist wholly of wages. If we sup- 
pose him to buy the materials and 
tools instead of producing them, the 
case is not altered : he then repays to 
a previous producer the wages which 
that previous producer has paid. It is 


true, he repays it to him with a profit ; 
and if he had produced the things 
himself, he himself must have had that 
profit, on this part of his outlay, as 
well as on every other part. The fact, 
however, remains, that in the whole 
process of production, beginning ■with 
the materials and tools, and ending 
with the finished product, all the ad- 
vances have consisted of nothing but 
wages ; except that certain of the capi- 
talists concerned have, for the sake of 
general convenience, had their share 
of profit paid to them before the opera- 
tion was completed. Whatever, of the 
ultimate product,- is not profit, is re- 
payment of wages. 

§ 7. It thus appears that the two 
elements on which, and which alone, 
the gains of the capitalists depend, are, 
first, the magnitude of the produce, in 
other words, the productive power o£ 
labour ; and secondly, the proportion ot 
that produce obtained by the labourers 
themselves; the ratio, which the remu- 
neration of the labourers bears to the 
amount they produce. These two things 
form the data for determining the 
gross amount divided as profit among 
all the capitalists, of the country; but 
the rate of profit, the percentage on the 
capital, depends only on the second of 
the two elements, the labourer’s pro- 
portional share, and not on the amount 
to be shared. If the produce of labour 
were doubled, and tlie labourers ob- 
tained the same proportional share as 
before, that is, if their remnneration 
was also doubled, the capitalists, it 
is true, would gain twice as much; 
but as they would also have had to ad- 
vance twice as much, the rate of their 
profit would be only the same as be- 
fore.. 

We thus arrive at the conclusion of 
Eicardo and others, that the rate of 
profits depends on wages; rising as 
wages fall, and falling as wages rise. 
In adopting, however, this doctrine, 
I must insist upon making a most ne- 
cessary alteration in its wording. In- 
stead of saying that profits depend on 
wages, let us say (what Eicardo really 
meant) that they depend on the cost of 
labour. 
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Wages, and tlie cost of labour ; wbat 
labour brings in to tbe labourer, and 
wbat it costs to tbe capitalist ; are 
ideas quite distinct, and 'wbicb it is of 
tbe utmost importance to keep so. For 
this purpose it is essential not to desig- 
nate them, as is almost always done, by 
the same name. Wages, in public dis- 
cussions, both oral and printed, being 
looked upon from tbe point of view of 
tbe payers, much oftener than from that 
of tbe receivers, nothing is more com- 
mon than to say that wages are bigb 
or low, meaning only that tbe cost of 
labour is bigb or low. Tbe reverse of 
tbis would be oftener tbe truth : tbe 
cost of labour is frequently at its highest 
where wages are lowest. Tbis may 
' arise from two causes. 3 ji the first 
place, tbe labour, though cheap, may be 
inefficient. In no European country 
are wages so low as they are (or at 
least were) in Ireland ; the remunera- 
tion of an agricultural labourer in the 
west of Ireland not being more than 
half tbe wages of even the lowest-paid 
Englishman, the Dorsetshire labourer. 
But if, from inferior skill and industry, 
two days’ labour of an Irishman accom- 
plished no more work than an English 
labourer performed in one, the Dish- 
man’s labour cost as much as the 
Englishman’s, though it brought in so 
much less to himself. The capitalist’s 
profit is determined by the former of 
these two things, not by the latter. 
That a difference, to this extent really 
existed in the efficiency of the labour, 
is proved not only by abundant testi- 
mony, hut by the fact, that notwith- 
standing the lowness of wages, profits 
of capital are not understood to have 
been higher in Ireland than in Eng- 
land. 

The other canse which renders wages, 
and the cost of labour, no real criteria 
of one another, is the varying costliness 
of the articles which the labourer con- 
sumes. If these are cheap, wages, in 
the sense which is of importance to the 
labourer, maybe high, and yet the cost 
of labour may he low ; if dear, the la- 
bourer may he wretchedly off, though 
his labour may cost much to the capi- 
talist. This last is the condition of a 
country over-peopled in relation to its 


land; in which, food being dear, the 
oorness of the labourer’s real rewpd 
oes not prevent labour from costing 
much to the purchaser, and low wa^es 
and low profits co-exist. The opposite 
case is exemplified in the United States 
of America. The labourer there enjoys 
a greater abundance of comforts than 
in any other country of the woi'ld, ex- 
cept some of the newest colonies ; but, 
owing to the cheap price at which 
these comforts can be obtained (com- 
bined with the great efficiency of the 
labour,) the cost of labour is at least 
not higher, nor the rate of profit lower, 
than in Europe. 

The cost of labour, then, is, in the 
language of mathematics, a function of 
three variables : the efficiency of la- 
bour ; the wages of labour (meaning 
thereby the real reward of the labourer) ; 
and the greater or less cost at which 
the articles composing that real reward 
can be produced or procured. It is 
plain that the cost of labour to the 
capitalist must be influenced by each of 
these three circumstances, and by no 
others. These, therefore, are also the 
circumstances which determine the rate 
of profit ; and it cannot he in any way 
affected except through one or other of 
them. If labour generally became more 
efficient, without being more highly re- 
warded ; if, without its becoming less 
efficient, its remuneration fell, no in- 
crease taking place in the cost of the 
articles composing that remuneration ; 
or if those articles became less costly, 
without the labourer’s obtaining more 
of them ; in any one of these three 
cases, profits would rise. If, on the 
contrary, labour became less efficient 
(as it might do from diminished bodily 
vigour in the people, destruction of fixed 
capital, or deteriorated education) ; or 
if the labourer obtained a higher remu- 
neration, without any increased cheap- 
ness in the things composing it ; or if, 
without his obtaining more, that which 
he did obtain became more costly ; pro- 
fits, ^in all these cases, would suffer a 
diminution. And there is no other 
combination of circumstances, in which 
the general rate of profit of a country, 
in all employments indifferently, can 
either fall or rise. 
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Tlie evidence of these propositions of circmnstances in which it aotnally 
can only he stated generally, though, works. This can only he done in the 
it is hoped, conclusively, in this stage ensuing ^Book. One topic still remains 
of our subject. It will come out in to he discussed in the present one, so 
greater fulness and force when, having far as it admits of being treated inde- 
taken into consideration the theory of pendently of considerations of Value ; 
Value and Price, we shall he enabled the subject of Bent; to which we now 
to exhibit the law of profits in the con- proceed, 
orete'^ia the complex entanglement 
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OP nPNT. 

§ 1. THEreq^uisitesofproductionheing he might make what conditions he 
labour, capital, and natural agents ; chose. This is the actual state of things 
the only person, besides the labourer in those Oriental kingdoms in which 
and the capitalist, whose consent is the land is considered the property of 
necessary to production, and who can the state. Bent is then confounded 
claim a share of the produce as the with taxation, and the despot may e xact 
price of that consent, is the person who, the utmost which the unfortunate cul- 
by the arrangements of society, pos- tivators have to give. Indeed, the ex- 
sesses exclusive power over some na- elusive possessor ofthe land of a coimtry 
tural agent. The land is the principal could not well be other than despot of 
, of the natural agents which are capable it. The effect would be much the same 
of being appropriated, and the consi- if the land belonged to so few people 
deration paid for its use is called rent, that they could, and did, act together 
Landed proprietors are the only class, as one man, and fix the rent by agree- 
ofanynumhers or importance, who have ment among themselves. This case, 
a claim to a share in the distribution however, is nowhere known to exist : 
of the produce, through their ownership and the only remaining supposition is 
of something which neither they nor that of free competition ; the land- 
any one else have produced. If there owners being supposed to be, as in fact 
be any other cases of a similar nature, they are, too numerous to combine, 
they will be easily understood, when 

the nature and laws of rent are com- § 2. A thing which is limited in 
prehended. quantity, even though its possessors do 

It is at once evident, that rent is the not act in concert, is still a monopo- 
effect of a monopoly ; though the mono- lized article. But even when monopo- 
poly is a natural one, which maybe lized, a thing which is the gift of 
regulated, which may even he held as nature, and requires no labour or out- 
a trust for the community generally, lay as the condition of its existence, 
but which cannot be prevented from will, if there be competition among the 
existing. The reason why landowners holders of it, command a price, only if 
are able to require rent for their land, it exists in less quantity than the de- 
ls that it is a commodity which many mand. If the whole land of a country 
want, and which no one can obtain were required for cultivation, all of it 
but from them. If all the land of the might yield a rent. But in no country 
country belonged to ^one person, he of any extent do the wants of the 
could fix the rent at his pleasure. The population require that all the land, 
whole people would he dependent on which is capable of cultivation, should 
his will for the necessaries of life, and he cultivated. The food and other 
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agrictiltiiral produce which the people 
need, and which they are willing and 
able to pay for at a price which re- 
munerates the grower, may always be 
obtained without cultivating all the 
land; sometimes without cultivating 
more than a small part of it; the 
lands most easily cultivated being pre- 
ferred in a very early stage of society, 
the more fertile, or those in the more 
convenient situations, in a more ad- 
vanced static. There is alwaj^s, there- 
fore, some land which cannot, in exist- 
ing circumstances, pay any rent ; and 
no land ever pays rent, unless, in point 
of fertility or situation, it belongs to 
those superior kinds which exist in 
less quantity than the demand — which 
cannot he made to yield all the pro- 
duce required for the community, un- 
less on terms still less advantageous 
than the resort to less favoured soils. 

There is land, such as the deserts of 
Arabia, which will yield nothing to any 
amount of labour; and there is land, 
like some of our hard sandy heaths, 
which would produce something, but, in 
the present state of the soil, not enough 
to defray the expenses of production. 
Such lands, unless hy some application 
of chemistry to agriculture still remain- 
ing to be invented, cannot be cultivated 
for profit, unless some one actually 
creates a soil, by spreading new in- 
gredients over the surface, or mixing 
them with the existing materials. If 
ingredients fitted for this purpose exist 
in the subsoil, or close at hand, the 
improvement even of the mostunpromis- 
ing spots may answer as a speculation : 
hut if those ingredients are costly, and 
must he brought from a distance, it 
will seldom answer to do this Tor the 
sake of profit, though the- “magic of 
property ” will sometimes effect it. 
Land which cannot possibly yield a 
profit, is sometimes cultivated at a loss, 
the cultivators having their wants 
partially supplied from other sources; 
as in the case of paupers, and some 
monasteries or charitable institutions, 
among which may be reckoned the 
Poor Colonies of Belgium. The worst 
laud which can be cultivated as a 
means of subsistence, is that which 
will just replace the seed, and the food 


of the labourers employed on it, 
together with what Dr. -Chalmers 
calls their secondaries ; that is, the 
labourers required for supplying them 
with tools, and with the remaining 
necessaries of life. Whether any given 
land is capable of doing more than this, 
is not a question of political economy, 
hut of physical fact. The supposition 
leaves nothing for profits, nor anything 
for the labourers except necessaries: the 
land, therefore, can only be cultivated 
by the labourers themselves, or else 
at a pecuniary loss : and a fortiori^ 
cannot in any contingency afford a 
rent. The worst land which can he 
cultivated as an investment for capital, 
is that which, after replacing the seed, 
not only feeds the agricultural labourers 
and their secondaries, but affords them 
the current rate of wages, which may 
extend to much more than mere neces- 
saries ; and leaves for those who have 
advanced the wages of these two classes 
of labourers, a surplus equal to the 
profit they could have expected from 
any other employment of their capital. 
Whether any given land can do more 
than this, is not merely a physical 
question, but depends partly on the 
market value of agricultural produce. 
W^hat the land can do for the labourers 
and for the capitalist, beyond feeding 
all whom it directly or indirectly em- 
ploys, of course depends upon what the 
remainder of the produce can he sold 
for. The higher the market value of 
produce, the lower are the soils to 
which cultivation can descend, con- 
sistently with affording to the capital 
employed, the ordinary rate of profit. 

As, however, differences of fertility 
slide into one another by insensible 
gradations ; and differences of accessi- 
bility, that is, of distance from markets, 
do the same ; and since there is land 
so barren that it could not pay for its 
cultivation at any price ; it is evident 
that, whatever the price may be, there 
must in any extensive region be some 
land which at that price will just pay 
the wages of the cultivators, and yield 
to the capital employed the ordinary 
profit, and no more. Until, therefore, 
the price rises higher, or until some 
improvement raises that particular 
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laud to a liiglaer place in the scale of 
fertility, it cannot pay any rent. It is 
evident, lio\yever, that the commnnity 
needs the produce of this q[uality of 
land: since if the lands more fertile or 
better situated than it, could have 
sufficed to supply the wants of society, 
the price would not have risen so high 
as to render its cultivation profitable. 
This land, therefore, will be cultivated ; 
and we may lay it dovm as a principle, 
that so long as any of the land of a 
country which is fit for cultivation, and 
not withheld from it by legal or other 
factitious obstacles, is not cultivated, the 
worst land in actual cultivation (in 
point of fertility and situation together) 
pays no rent. 

§ 3. If, then, of the land in culti- 
vation, the part which yields least re- 
turn to the labour and capital employed 
on it gives only the ordinary profit of 
capital, without leaving anything for 
■ rent ; a standard is afforded for esti- 
mating the amount of rent which will 
he yielded by all other land. Any 
land yields just as much more than 
the ordinary profits of stock, as it 
yields more than what is returned by 
the worst land in cultivation. The 
surplus is what the farmer can afiord 
lo pay as rent to the landlord; and 
since, if he did not so pay it, he would 
receive more than the ordinary rate 
of profit, the competition of other 
capitalists, that competition which 
equalizes the profits of different capi- 
tals, will enable the landlord to appro- 
priate it. The rent, therefore, which 
any land will yield, is the excess of its 
produce, heyond what would he re- 
turned to the same capital if employed 
on the worst land in cultivation. This 
is not, and never was pretended to he, 
the limit of metayer rents, or of cottier 
rents ; hut it is the limit of farmers’ 
rents. No land rented to a capitalist 
farmer will permanently yield more 
than this ; and wffien it yields less, it 
is because the landlord foregoes a part 
of what, _ if he chose, he could obtain. 

This is the theory of rent, first pro- 
pounded at the end of the last century 
by Pr. Anderson, and which, neglected 
at the time, was almost simultaneously 
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rediscovered, twenty years later, hy 
Sir Edward West, Mr. Malthas, and 
Mr: Eicardo. It is one of the cardinal 
doctrines of political economy; and 
until it was understood, no consistent 
explanation could be given of many of 
the more complicated industrial pheno- 
mena. The evidence of its truth will 
he manifested with a great increase of 
clearness, when we come to trace the 
laws of the phenomena of Value and 
Price. Until that is done, it is not 
possible to free the doctrine from every 
difficulty which may present itself, nor 
perhaps to convey, to those previously 
unacquainted with the subject, more 
than a general apprehension of the 
reasoning hy which the theorem is 
arrived at. Some, however, of the ob- 
jections commonly made to it, admit 
of a complete answer even in the pre- 
sent stage of our inquiries. 

It has been denied that there can be 
any land in cultivation which pays no 
rent; because landlords (it is con- 
tended) would not allow their land to 
be occupied without payment. Those 
who lay any stress on this as an objec- 
tion, must think that land of the 
quality which can but just pay for its 
cultivation, lies together in large 
masses, detached from any land of 
better quality. If an estate consisted 
wholly of this land, or of this and still 
worse, it is likely enough that the 
owner would not give the use of it for 
nothing ; he would probably (if a rich 
man) prefer keeping it for other pur- 
poses, as for exercise, or ornament, or 
perhaps as a game preserve. No 
farmer could afford to offer him any- 
thing for it, for puiposes of culture ; 
though something would probably be 
obtained for the use of its natural pas- 
ture, or other spontaneous produce. 
Even such land, however, would not 
■necessarily remain uncultivated. It 
might be farmed by the proprietor ; no 
unfrequent case even in England. Por- 
tions of it might be granted as tem- 
porary allotments to labouring families, 
either from philanthropic motives, or 
to save the poor-rate ; or occupation 
might he allowed to squatters, free of 
rent, in the hope that their labour 
might give it value at some future 
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period. Botli these cases are of quite 
ordinary occun*ence. So that even if an 
estate were wholly composed of the worst 
land capable of profitable cultivation, it 
would not necessarily lie uncultivated 
because it could pay no rent. Inferior 
land, however, does not usually occupy, 
without interruption, many square 
miles of ground ; it is dispersed here 
and there', with patches of better land 
intermixed, and the same person who 
rents the better land, obtains along 
with it the inferior soils which alter- 
nate with it. He pays a rent, nomi- 
nally for the whole farm, hut calculated 
on the produce of those parts alone 
(however small a portion of the whole) 
which are capable of returning more 
than the common rate of profit. It is 
thus scieutifically true, that the re- 
maining parts pay no rent. 

§4. Let us, however, suppose that 
there were a validity in this objection, 
which can by no means be conceded to 
it ; that vrhen the demand of the com- 
munity had forced up food to such a 
price as would remunerate the expense 
of producing it from a certain quality 
of soil, it happened nevertheless that 
all the soil of that quality was ^vith- 
held from cultivation, by the obstinacy 
of the owners in demanding a rent for 
it, not nominal, nor trifling, hnt snfd- 
ciently onerous to be a material item 
in the calculations of a fanner. What 
would then happen ? Merely that the 
increase of produce, which the wants 
of society required, would for the time 
be obtained wholly (as it always is par- 
tially), not hy an extension of cultiva- 
tion, but by an increased application 
•of labour and capital to land already 
cultivated. 

Now we' have already seen that this 
increased application of capital, other 
things being unaltered, is always at- 
tended with a smaller proportional re- 
turn. We are not to suppose some new 
agricultural invention made precisely 
at this juncture; nor a sudden exten- 
sion of agricultural skill and knowledge, 
bringing into more general practice, 
just then, inventions already in partial 
use. We are to suppose no change, 
except a demand for more com, and a 


consequent rise of its price. The rise 
of price enables measures to he taken 
for inci’easing the produce, which could 
not have been taken with profit at the 
previous price. The farmer uses more 
expensive manures ; or manures land 
which he formerly left to nature ; or 
procures lime or marl from a distance, 
as a dressing for the soil ; or pulverizes 
or weeds it more thoroughly; or drains, 
irrigates, or subsoils portions of it, 
which at former prices would not have 
paid the cost of the operation; and so 
forth. These things, or some of them, 
are done, when, more food being wanted, 
cultivation has no means of expanding 
itself npon new lands. And when the 
impulse is given to extract an increased 
amount of produce from the soil, the 
farmer or improver will only consider 
whether the outlay he makes for the 
purpose will be returned to him with 
the ordinary profit, and not whether 
any surplus will remain for rent. Even, ^ 
therefore, if it were the fact, that there* 
is never &Tijland taken into cultivation, 
for which rent, and that too of an - 
amount worth taking into considera- 
tion, was not paid ; it would he true, 
nevertheless, that there is always some 
agrimltural capital which pays no 
rent, because it returns nothing beyond 
the ordinary rate of profit : this capital 
being the portion of capital last applied 
— that to which the last addition to the 
produce was due ; or (to express the es- 
sentials of the case in one phrase), that 
which is applied in the least favourable 
circumstances. But the same amount 
of demand, and the same price, which 
enable tbis least productive portion of 
capital barely to replace itself with the 
ordinary profit, enable every other por- 
tion to yield a surplus proportioned to 
the advantage it possesses. And this 
surplus it is, which competition enables 
the landlord to appropriate. The rent 
of all land is measured by the excess of 
the return to the whole capital em- 
ployed on it, above what is necessary 
to replace the capital with the ordinary 
rate of -profit, or in other words, above 
wliat the same capital would yield if it 
were all employed in as disadvan- 
tageous circumstances as the least pro* 
ductive portion of it : whether that least 
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productive portion of capital is rendered 
so by "being employed on the worst soil, 
or by being expended in extorting more 
produce from land which already yielded 
as much as it could be made to part 
with on easier terms. 

It is not pretended that the facts of 
any concrete case conform with abso- 
lute precision to this or any other sci- 
entific principle. '\¥e must never forget 
that the truths of political economy 
are truths only in the rough. They 
have the certainty, but not the pre- 
cision of exact science. It is not 
for example, strictly true that a farmer 
vdll cultivate no land, and apply no 
•capital, which returns less than the or- 
dinary profit. He will expect the ordi- 
nary profit on the bulk of his capital. 
But when he has cast in his lot 
with his farm, and bartered his skill 
and exertions, once for all, against what 
the farm will yield to him, he will pro- 
bably be willing to expend capital on it 
(for an immediate return) in any man 
ner which will afiford him a surplus 
profit, however small, beyond the value 
of the risk, and the interest which he 
must pay for the capital if borrowed, or 
can get for it elsewhere if it is his own. 
But a new farmer, entering on the land, 
would make his calculations differently, 
and would not commence unless he 
could expect the full rate of ordinary 
profit on all the capital which he in- 
tended embarking in the enterprise. 
Again, prices may range higher or 
lower during the currency of a lease, 
than was expected when the contract 
was made, and the land, therefore, may 
he over or under-rented: and even 
when the lease expires, the landlord 
may be unwilling to grant a necessary 
diminution of rent, and the fax'mer, 
rather than relinquish ,his occupation, 
■or seek a farm elsewhere when all are 
occupied, may consent to go on paying 
too high a rent. Irregularities like 
these w^e must always expect ; it is im- 
possible in political economy to obtg.in 
general theorems embracing the com- 
plications of circumstances which may 
aflect the result in an individual case. 
When, too, the farmer class, having 
hut little capital, cultivate for subsis- 
tence rather than for profit, and do not 


think of quitting their farm while they 
are able to live by it, their rents ap- 
pi'oximate to the character of cottier 
rents, and may be forced up by compe- 
tition (if the number of competitors 
exceeds the number of farms) beyond 
the amount which will leave to the 
farmer the ordinary rate of profit. The 
laws which we are enabled to lay down 
respecting rents, profits, wages, prices, 
are only true in so far as the persons 
concerned are free from the influence of 
any other motives than those arising 
from the general circumstances of the 
case, and are guided, as to those, by 
the ordinary mercantile estimate of 
profit and loss. Applying this twofold 
supposition to the case of farmers and 
landlords, it will be true that the far- 
mer requires the ordinary rate of profit 
on the whole of his capital ; that what- 
ever it returns to him beyond this he is 
obliged to pay to the landlord, but will 
not consent to pay more ; that there is 
a portion of capital applied to agricul- 
ture in such circumstances of produc- 
tiveness as to yield only the ordinary 
profits ; and that the difference between 
tbe produce’ of this, and of any other 
capital of similar amount, is the mea- 
sure of the tribute which that other 
capital can and will pay, under the 
nanm of rent, to the landlord. This 
constitutes a law of rent, as near the 
truth as such a law can possibly be : 
though of course modified or disturbed 
in individual cases, by pending con- 
tracts, individual miscalculations, the 
influence of habit, and even the parti- 
cular feelings and dispositions of the 
persons concerned. 

§ 5. A remark is often made, which 
must not here he omitted, though, I 
think, more importance has been at- 
tached to it than it merits. Under the 
name of rent, many payments are com- 
monly included, which are not a remu- 
neratmn for the original powers of the 
land itself, but for capital expended on 
it. The additional rent which land 
yields in consequence of this outlay of 
capital, should, in the opinion of some 
writers, he regarded as profit, not rent. 
But before tbis can be admitted, a dis- 
tinction must be made. The annual 
S 2 
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payment “by a tenant almost always 
includes a consideration for tlie nse of 
the buildings on the farm; not only 
barns, stables, and other outhouses, 
hut a house to live in, not to speak of 
fences and the like. The landlord will 
ask, and the tenant give, for these, 
whatever is considered sufficient to 
yield the ordinary profit, or rather 
(risk and trouble being here out of the 
question) the ordinary interest, on the 
value of the buildings ; that is, not on 
what it has cost to erect them, but on 
what it would now cost to erect others 
as good : the tenant being bound, in 
addition, to leave them in as good re- 
pair as be found them, for otherwise a 
much larger payment than simple^ in- 
terest w’onld of course he required 
from him. These buildings are as 
distinct a thing from the farm, as the 
stock or the timber on it ; and what is 
paid for them can no- more he called 
rent of land, than a payment for cattle 
would be, if it were the custom that 
the landlord should stock the fam for 
the tenant. The buildings, like the 
cattle, are not land, hut capital, regu- 
larly consumed and reproduced; and 
all payments made in consideration for 
them are properly interest. 

But with regard to capital actually 
sunk in improvements, and not requir- 
ing peiiodical renewal, hut spent once 
for all in giving the land a permanent 
increase of productiveness, it appears 
to me that the retui-n made to sxich 
capital loses altogether the character 
of profits, and is governed by the prin- 
ciples of rent. It is true that a land- 
lord will not expend capital in improv- 
ing his estate, unless he expects from 
the imjwovement an increase of income, 
surpassing the interest of his outlay. 
Prospectively, this increase of income 
may be regarded as profit; but when 
the expense has been incuiTed, and 
the improvement made, the rent of 
the improved land is governed by the 
same iTiles as that of tire nnimproved. 
Equally fertile land commands an equal 
rent, whether its fertility is natural or 
acquired ; and I cannot think that the 
incomes of those who own the Bedford 
Level or the Lincolnshire wolds, ought 
to he called profi.t and not rent, “because 


those lands would have been worth 
next to nothing unless capital had been 
expended on them. The owners are 
not capitalists, but landlords ; they 
have parted with their capital ; it is 
consumed, destroyed ; and neither is, 
nor is to he, returned to them, like the 
capital of a farmer or manufacturer, 
from what it produces. In lieu of it 
they now have land, of a certain rich- 
ness, which yields the same rent, and 
by the operation of the same causes, 
as if it had possessed fi’om the begin- 
ning the degi'ee of fertility which has 
been artificially given to it. 

Some writers, in particular Mr. H. 
C. Oarey, take away, still more com- 
pletely than I have attempted to do, 
the distinction between these two 
sources, of rent, by rejecting one of 
them altogether, and considering all 
rent as the efiect of capital expended. 
In proof of this, Mr. Carey contends 
that the whole pecuniary value of all 
the land in any country, in England 
for instance, or in the IJiiited States, 
does not amount to anything approach- 
ing to the sum which has been laid 
out, or which it would even now be 
necessary to lay out, in order to bring 
the country to its present condition 
from a state of primseval forest. This 
startling statement has been seized on 
by M. Bastiat and others, as a means 
of making out a stronger case than 
could otherwise be made in defence of 
property in land. Mr. Carey’s proposi- 
tion, in its most obvious meaning, 
is equivalent to saying, that if there 
were suddenly added to the lands of 
England an unreclaimed territory of 
equal natural fertility, it would not be 
worth the while of the inhabitants of 
England to reclaim it : because the 
profits of the operation would not be 
equal to the ordinary interest on the 
capital expended. To which assertion 
if any answer could he supposed to be 
required, it would suffice to remark^ 
that Jand not of equal but of greatly 
inferior quality to that previously cul- 
tivated, is continually reclaimed in 
England, at an expense which the 
subsequently accruing rent is sufficient 
to replace completely in a small number 
of years. The doctrine, moreover, ig 
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totally opposed to Mr. Carey’s own other and more distant lands : and the 
"economical opinions. No one main- more effectnally this purpose is at- 
tains more strenuously than Mr. Carey tained,^ the flower rent will be. If we 
the undoubted truth, that as' society could imagine that the railways and 
advances in population, w^ealth, and canals of the United States, instead of 
combination of labour, land constantly only cheapening communication, did 
rises in value and price. This, how- their business so effectually as to 
ever, could not possibly be true if the annihilate cost of carriage altogether, 
present value of land were less than and enable the produce of Michigan to 
the expense of clearing it and making reach the market of New York as 
it fit for cultivation ; for it must have quickly and as cheaply as the produce 
been w^'orth this immediately after it of Long Island — the wdiole value of 
was cleared, and according to Mr. all the land of the United States 
Carey it has been rising in value ever (except such as lies convenient for 
since. When, however, Mr. Carey as- building) would he annihilated ; or 
serts that the whole land of any rather, the best would only sell for the 
country is not now worth the capital expense of clearing, and the govern- 
whioh has been expended on it, he does ment tax of a dollar and a q[uarter per 
not mean that each particular estate is acre ; since land in Michigan, equal to 
worth less than wdiat has been laid the best in the United States, may be 
out in improving it, and that, to the had in unlimited abundance by that 
proprietors, the improvement of the amount of outlay. But it is strange 
land has been, on the final result, a mis- that Mr. Carey should think this fact 
calculation. He means, not that the inconsistent with the Pdcardo theory 
land of Great Britain would not now of rent. Admitting all that he as- 
sell for what has been laid out upon it, serts, it is still true that as long as 
but that it w'ould not sell for that there is land which yields no rent, the 
amount, plus the expense of making land %vhich does yield rent, does so 
all the roads, canals, and railways, in consequence of some advantage 
This is pi’ohably true, hut is no more , which it enjoys, in fertility or vicinity 
to the purpose, and no more important to mai-kets, over the other ; and the 
in political economy, than if the state- measure of its advantage is also the 
ment had been that it would not sell measure of its rent. And the cause of 
for the sums laid out upon it plus the its ;jfielding rent, is that it possesses a 
national debt, Or plus the cost of the natural monopoly ; the quantity of 
Trench Eevolutionary war, or any land, as favourably circumstauce'd as 
other expense incurred for , a real or itself, not being sufiicient to supply 
imaginary public advantage. The the market. These propositions con- 
roads, railways, and canals, 'were not stitute the theory of rent, laid down 
constructed to give value to land : on by Bicardo ; and if they are true, 
the contrary, their natural effect was I cannot see that it signifies much 
to lower its value, by rendering other whether the rent w^hich the land yields 
and rival lands accessible : and the at the present time, is greater or less 
landholders of the southern counties than the interest of the capital which 
actually petitioned Parliament against has been laid out to raise its value, 
the turnpike roads on this very ac- together with the interest of the capital 
count. The tendency of improved com- which "has been laid out to lo'wer its 
munications is to lower existing rents, value. 

by trenching on the monopofy of the Mr. Carey’s objection, however, has 
land nearest to the places where large somewhat more of ingenuity than the 
numbers of consumers are assembled, arguments commonly met with against 
Loads and canals are not intended to the theory of rent : a theorem which 
raise the value of the land vrhich may be called the asinortim of 
already- supplies the maikets, but political economy, for there are, I am 
(among other purposes) to cheapen the inclined to think, few persons who 
supply, by letting in the produce of have refused their assent to it except 
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from not having tliorongHy under- 1 wages of lahonr; that whatever por- 


stood it. The loose and iriaccnrate 
way in which it is often apprehended 
by those who affect to refute it, is very 
remarkable. Many, for instance, have 
imputed absurdity to Mr. Eicardo’s 
theory, because it is absurd to say that 
the cultwation of inferior land is the 
cause of rent on the superior. Mr. 
Hicardo does not say that it is the cub 
tivation of inferior land, hut the neces- 
sity of cultivating it, from the insuffi- 
ciency of the superior land to feed a 
growing population ; between which 
and the proposition imputed to him 
there is no less a difference than that 
between demand and supply. Others 
again allege as an ohjection against 
Eicardo, that if all land were of equal 
fertility, it might still yield a rent. 
But Bicardo says precisely the same. 
He says that if all lands were equally 
fertile, those which are nearer to their 
market than others, and are there- 
fore less hurthened with cost of car- 
riage, would yield a rent equivalent to 
the advantage ; and that the land 
yielding no rent would then he, not 
the least fertile, hut the least advan- 
tageously situated, which the wants of 
the community required to he brought 
into cultivation. It is also distinctly a 
portion of Eicardo’s doctrine, that even 
apart from differences, of situation, the 
land of a country supposed to be of 
uniform fertility would, all of it, on a 
certain supposition, pay rent : namely, 
if the demand of the community re- 
quired that it should all be cultivated, 
and cultivated beyond the point at 
which a further application of capital 
begins to he attended with a smaller 
proportional return. It would he im- 
possible to show that, except by for- 
cible exaction, the whole land of a 
country can yield a rent on any other 
supposition. 

§ 6. After this view of the nature 
and causes of rent, let us turn hack to 
the subticct of profits, and bring up for 
reconsideration one of the propositions 
laid down in the last chapter. We 
there stated, that the advances of the 
capitalist, or in other words, the ex- 
penses of production, consist solely in 


tion of the outlay is not wages, is pre- 
vious profit, and whatever is not pre- 
vious profit, is wages. Eent, how^’ever, 
being an element which it is impossible 
to resolve into either profit or wages, 
we were obliged, for the moment, to- 
assume that the capitalist is not re- 
quired to pay rent — to give an equiva- 
lent for the nse of an appropriated 
natural agent : and I undertook to 
show in the proper place, that this is 
an allowable supposition, and that rent 
does not really form any part of the ex- 
penses of production, or of the advances 
of the capitalist. The grounds on which 
this assertion was made are now appa- 
rent. It is true that all tenant far- 
mers, and many other classes of pro- 
ducers, pay rent- But we have now 
seen, that whoever cultivates land, 
paying a rent for it, gets in return for 
his rent an. instrument of superior 
power to other instruments of the 
same kind for which no rent is paid. 
The superiority of the instrument is 
in exact proportion to the rent paid 
for it. If a few persons had steam- 
engines of superior power to all others 
in existence, hut limited by physical 
laws to a number short of the demand, 
the rent which a manufacturer would 
he willing to pay for one of these 
steam-engines could not he looked 
upon as an addition to his outlay, 
because by the use of it he would save 
in his other expenses the equivalent of 
what it cost him : without it he could 
not do the same quantity of work,, 
unless at an additional expense equal 
to the rent. The same thing is true 
of land. The real expenses of pro- 
duction are those incurred on the 
worst land, or by the capital employed 
in the least favourable circumstances. 
This land or capital pays, as we have 
seen, no rent: but the expenses to 
which it is subject, cause all other land 
or agricultural capital to he subjected 
to an equivalent expense in the form 
of rent. Whoever does pay rent, gets 
hack its full value in extra advantages, 
and the rent which he pays does 
not place him in a worse positicn 
than, but only in the same position as, 
his fellow-producer who pays norent^ 
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but whose instniment is one of inferior and Price. The more complete eluci- 
efSciency. ^ dation and final confirmation of the 

We have now completed the exposi- laws which we have laid down, and the 
tion of the laws which regulate the deduction of their most important con- 
distrihution of the produce of land, sequences, must he preceded by an 
labour, and capital, as far as it is plana tion of the nature and working of 
possible to discuss those laws indepen- that machinery— a subject so extensive 
dently of the instrumentality by which and complicated as to require a sepa- 
in a civilized society the distribution is rate Book, 
effected ; the machinery of Exchange 


BOOK III. 


EXCHANGE. 


CHAPTER I. 


OP VALCB, 


§ 1. The siiLject on wHch wo are 
now aliout to enter fills so important 
and conspicuous a position in political 
economy, that in the apprehension of 
some thinkers its houndaries confound 
themselves with those of the science 
Itself. One eminent writer has pro- 
posed as a name for Political Economy 
“ Catallactics,” or the science of ex- 
changes; by others it has been called 
the Science of Values. If these deno- 
minations had appeared to me logically 
coriect, I must nave placed the discus- 
sion of the elementary laws of value at 
the commencement of our enquiry 
"3 Third 


mstead of postponing it to the xmra 
xartj'^and^ the possibility of so long 
deferring it is alone a sufficient proof 
Wiat this view of the nature of Political 
Economy is too confined. It is true 
that m the preceding Books we have 
not escaped the necessity of antjcipat- 
small portion of the theory 
ot Value, especially as to the value of 
labour and of land. It is nevertheless 
evident, that ot the two gi-eat depart- 
ments of Political Economy, the pro- 
duction of w’ealth and its distribution, 
the consideration of Value has to do 
With the latter alone ; and with that i 
only so far as competition, and not 
usage or custom, is the distributing ( 
agency. ^ The conditions and laws of 
I roduction wmuld be the same as they 


pend for their Remuneration on the 
price of a particular commodity, ex- 
change is not the fundamental jaw of 
the distribution of the produce, no 
more than roads and carriages are the 
essential laws of motion, but merely a 
part of the machinery for effecting it. 
To confound these ideas, seems to me 
not only a logical, but a practical 
blunder. It is a case of the error too 
common in political economy, of not 
distmguishing between necessities 
arising from the nature of things, and 
those created by social arrangements : 
an error, wmcn appears to me to be at all 
times producing two opposite .mischiefs; 
on the ‘hon/I t 


on the one hand, causing political 
) class the merely tem- 


are, it the arrangements of society did 
not depend on exchange, or did not 
admit of it. Even in tbe present 
system of industrial life, in which em- 
plopnents are minutely subdivided, 
ana all concerned in production de- 1 


economists to mass tne merely tem- 
porary truths of their subject among 
its permanent and universal laws ; and 
on the other, leading many persons to 
mistake the permanent laws of Pro- 
duction (such as those on which the 
necessity is gi*ounded of restraining 
population) for tcmporaly accidents 
aiismg^from the existing constitution 
01 society — which those who would 
frame a new system of social arrange- 
j ments, are at liberty to disregard. 

In a state of society, however, in 
winch the industrial system is entirely 
! founded on purchase and sale, each 
individual,^ for the most part, living 
^9^. in the production of 

which he himself bears a part, but on 
things obtained by a double exchange, 
a sale followed by a purchase— tbe 
question of Value is fundamental 
Almost every speculation respecting 
the economical interests of a society 
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tlms constituted, implies some theory or serve a purpose. Diamonds have 
of Value: the smallest error on that this capacity in a high degree, and 
suljject • infects with corresponding unless they had it, would not bear any 
error all our other conclusions; and price. Value in use, or as Mr. De 
anything vague or misty in our con- Quincey calls it, teleologio value, is 
ception of it, creates confusion and tlae extreme limit of value in exchange, 
uncertainty in everything else. Hap- The exchange value of a thing may 
pily, there is nothing in the laws of fall short, to any amount, of its value 
Value which remains for the present or in use; but that^it can ever exceed 
any future writer to clear up ; the the value in use, implies a contradic- 
theory of the subject is complete : the tion; it supposes that persons will 
only difficulty to be overcome is that give, to possess a thing, more than 
of so stating it as to solve by anticipa- the utmost value which they them- 
tion the chief perplexities which occur selves put upon it, as a means of grati- 
in applying it: and to do this, some fying their inclinations, 
minuteness of exposition, and consider- The word Value, when used without 
able demands on the patience of the adjunct, always^ means, in political 
reader, are unavoidable. He will be economy, value in exchange ; or as it 
amply repaid, however, (if a stranger to has been called by Adam Smith and 
these inquiries) hy the ease and i-apidity his successors, exchangeable value, a 
with which a thorough understanding phrase which no amount of authority 
of this subject will enable him to that can be quoted for it can make 
fathom most of the remaining ques- other than had English. Mr. De 
tions of political economy. Quincey substitutes the term Exchange 

Value, wdrich is unexceptionable. 

§ 2. We must begin by settling our Exchange value requires to be dis- 
phraseology. Adam Smith, in a pas- tinguished from Price. The words 
sage often quoted, has touched upon Value and Price were used as synony- 
the most obvious ambiguity of the mous by the early political economists, 
word value ; which, in one of its senses, and are not always discriminated even 
signifies usefulness, in another, power by Eicardo. But the most accurate 
of purchasing ; in his own language, modeim writers, to avoid the wasteful 
value iniise, and value in exchange. But expenditure of two good scientific 
(as Mr. De Quincey has remarked) in terms on a single idea, have employed 
illustrating this double meaning, Adam Price to express the value of a thing 
Smith has himself fallen into another in relation to money ;. the quantity of 
ambiguity. Things (he says) which money for which it will exchange. By 
have the greatest value in use have the price of a thing, therefore, we shall 
often little or no value in exchange ; henceforth understand its value in 
which is true, since that which can be money ; . by the value, or exchange 
obtained without labour or sacrifice value of a thing, its general power of 
will command no price, however useful purchasing ; the command ydiich its 
or needful it may be. But he proceeds possession gives over purchaseable 
to add, that things which have the commodities in general, 
greatest value in exchange, as a dia- 
mond for example, may have little or § 3. But here a fresh demand for 
no value in use. This is ernploying explanation presents itself. Wliat is 
tlm word use, not in the sense in which, meant by command over commodities 
political economy is concerned wuth it, in general ? The same thing exchanges 
but in that other sense in which use is for a great quantity of some commo- 
opposed to pleasure. ^ Political economy dities, and for a very small quantity of 
bas nothing to do with the comparative others. A suit of clothes exchanges 
estimation of different uses in the judg- for a great quantity of bread, and for a 
ment of a philosopher or of a moralist, very small quantity of precious stones. 
The use^ of a thing, in political economy. The value of a thing in exchange for 
means its capacity to satisfy a desire, some commodities may be rising, for 
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others falling. A coat may exchange 
for less bread this year than last, if the 
harvest has been bad, hnt for more 
glass or iron, if a tax has been taken 
off those commodities, or an improve- 
ment made in their manufacture. Has 
the value of the coat, under these cir- 
cumstances, fallen or risen ? It is im- 
possible ^to say : aU that can he said 
is, that it has fallen in relation to one 
thing, and^ risen in respect to another. 
But there is another case, in which no 
one^ would have any hesitation in 
saying what sort of change had taken 
place in the value of the coat : namely, 
if the cause in which the disturbance 
of exchange^ values ori^ated, was 
something directly affecting the coat 
itself, and not the bread, or the glass. 
Suppose, for example, that an inven-^ 
tion had been made in macbinery, by 
which broadcloth could be woven at 
half the former cost. The effect of 
this would he to lower the value of a 
coat, and if lowered by this cause, it 
would be lowered not in relation to 
bread only or to glass only, but to aU 
purcbaseable things, except such as 
happened to be affected at the very 
time by a similar depressing cause. 
We should therefore say, that there 
had been a fall in the exchange 
value or general purchasing power 
of a coat. The idea of general ex- 
change value originates in the fact, 
that there really are causes which 
tend to alter the value of a thing in 
exchange for things generally, that 
is, for all things which are not them- 
selves acted upon by causes of similar 
tendency. 

^ In considering exchange value scien- 
tifically, it is expedient to abstract 
from it all causes except those which 
originate in the very commodity under 
Consideration. Those which originate 
in the commodities with which we 
compare it, affect its value in relation 
to^ those commodities ; but those which 
originate in itself, afect its- value in 
relation to all commodities. In order 
the more completely to confine our 
attention to these last, it is convenient 
to assume that all commodities but 
the one in question remain invariable 
in their relative values. When we are 


considering the causes which raise or 
lower the value of corn, we suppose 
that woollens, silks, cutlery, sugar, 
timber, &c., while varying in their 
power of purchasing corn, remain 
constant in the proportions in which 
they exchange for one another. On 
this assumption, any one of them may 
he taken as a representative of all the 
rest : since in whatever manner corn 
varies in value with respect to any one 
commodity, it varies in the same 
manner and degree with respect te 
every other; and the upward or down- 
ward movement of its value estimated 
in some one thing, is all that needs be 
considered. Its money value, there- 
fore, or price, will represent as well as 
anything else its general exchange 
value, or purchasing power ; and from 
an obvious convenience, will often ^he 
employed by us in that representative 
character; with the proviso that money 
itself do not vary in its general pur- 
chasing power, but that the prices of 
all things, other than that which we 
happen to he considering, remain un- 
altered. 

§ 4. The distinction between Value 
and Price, as we have now defined 
them, is so obvious, as scarcely to seem 
in need of any illustration. But in 
political economy the greatest eiTors 
arise from overlooking the most obvious 
truths. Simple as this distinction is, 
it has consequences with which a reader 
unacquainted with the subject would 
do well to begin early by making him- 
self thoroughly familiar. The follow- 
ing is one of the principal. There 
is such a thing as a general rise of 
prices. All commodities may rise in 
their money price. But there cannot 
he a general rise of values. It is a 
contradiction in terms. A can only 
rise in value by exchanging for a 
greater quantity of B and C ; in which 
case these must exchange for a smaller 
quantity of A. Ail things cannot rise 
relatively to one another. If one-lialf 
of the commodities in the market rise 
in exchange value, the very terms imply 
a fall of the other half: and reciprocally, 
the fall implies a rise. Things which 
are exchanged for one another can no 
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more all fall, or all rise, than a dozen 
runners can each outrun all the rest, 
or a hundred trees all overtop one 
another. Simple as this truth is, we 
shall presently see that it is lost sight 
of in some of the most accredited 
doctrines both of theorists and of what 
are called practical men. And as a 
first specimen, we may instance the 
great importance attached in the ima- 
gination of most people to a rise or fall 
of general prices. Because when the 
price of any one commodity rises, the 
circumstance usually indicates a rise 
of its value, people have an indistinct 
feeling when all prices rise, as if all 
things simultaneously had risen in 
value, and all the possessors had be- 
come enriched. That the money prices 
of all things should rise or fall, pro- 
vided tliey all rise or fall equally, is, in 
itself^ and apart from existing con- 
tracts, of no consequence. It affects 
nobody’s wages, profits, or rent. Every 
one gets more money in the one case 
and less in the other ; but of all that 
is to be bought with money they get 
neither more nor less than before. It 
makes no other difference than that of 
using more or fewer counters to reckon 
by. The only thing which in this case 
is really altered in value, is money; 
and the only persons who either gain 
or lose are the holders of money, or 
those who have to receive or to pay 
fixed sums of it. There is a difference 
to annuitants and to creditors the one 
way, and to those who are burthened 
with annuities, or with debts, the con- 
trary way. There is a disturbance, in 
short, of fixed money contracts; and 
this is an evil, whether it takes place 
in the debtor’s favour or in the cre- 
ditor’s. But as to future transactions 
there is no difference to any one. Let 
it therefore be remembered (and occa- 
sions will often rise of calling it to 
mind) that a general rise or a general 
fall of values is a contradiction; and 
that a general rise or a general fall of 
prices is merely tantamount to an 
alteration in the value of money, and 
is a matter of complete indifference, 
save in so far as it affects existing 
contracts for receiving and paying fixed 
pecuniary amounts, and (it must be 


added) as it affects the interests of the 
producers of money. 

§ 5. Before commencing the inquiry 
into the laws of value and price, I have 
one further observation to make. I 
must give warning, once for all, that 
the cases I contemplate are those in 
which values and prices are determined 
by competition alone. In so far only 
as they are thus determined, can they 
be reduced to any assignable law. The 
buyers must be supposed as studious? 
to buy cheap, as the sellers to sell dear. 
The values and prices, therefore, to 
which our conclusions apply, are mer- 
cantile values and prices ; such prices 
as are quoted in price-cmTcnts ; prices 
in the wholesale markets, in which 
buying as well as selling is a matter of 
business ; in which the buyers take 
pains to know, and generally do know, 
the lowest price at which an article of 
a given quality can be obtained ; and 
in whicli, therefore, the axiom is true, 
that there cannot he for the same 
article, of the same quality, two prices 
in the same market. Our propositions 
will he true in a mticli more^ qualified 
sense, of retail prices ; the prices paid 
in shops for articles of pei'sonal con- 
sumption. Tor such things there often 
are not merely two, bnt many prices, 
in different shops, or even in the same 
shop; habit and accident having as 
much to do in the matter as general 
causes. Purchases for private use, 
even by people in husii^oss, ^are not 
always made on business principles: 
the feelings which come play in 
the operation of getting, in that of 
spending their income, often ex- 
tremely different. Either from indo- 
lence, or carelessness, or because people 
think it fine to pay and ask iio ques- 
tions, three-fourths of those who can 
afford it give much higher prices than 
necessary for the things they consume ; 
while the poor often do the sa^’^o from 
ignorance and defect of ju^S^op"^; 
want of time for searching and making 
inquiry, and not unfrequentl7 ^om 
coercion, open or disguised. Eo’’^ these 
reasons, retail prices do not follow with 
all the regularity which might ex- 
pected, the action of the causes which 
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determine wholesale prices. The in- 
fluence of those causes is ultimately 
felt in the retail markets, and is the 
real source of such variations in I'etail 
prices as are of a general and per- 
manent character. But there is no 
regular or exact correspondence. Shoes 
of eq[ually good quality are sold in 
different shops at prices which differ 
considerably ; and the price of leather 
may fall without causing the richer 
class of buyers to pay less for shoes. 
Nevertheless, shoes do sometimes fall 
in price ; and when they do, the cause 
is always some such general circum- 
stance as the cheapening of leather : 
and when leather is cheapened, even if 
no difierence shows itself in shops 


frequented by rich people, the artisan 
and the labourer generally get their 
shoes cheaper, and there is a visible 
diminution in the contract prices at 
which shoes are delivered for the 
supply of a workhouse or of a regiment. 
In all reasoning about prices, the pro- 
viso must be understood, “ supposing 
all parties to take care of their own 
interest.” Inattention to thesO distinc- 
tions has led to improper applications 
of the abstract principles of political 
economy, and still oftener to an undue 
discrediting of those principles, through 
their being compared with a different 
sort of facts from those "which they 
contemplate, or w^hicli can fairly be 
expected to accord with them. 


CHAPTEE II. 


OF DEMAND AND SUPPLY, II 

§ 1. That a thing may have any 
value in exchange, two conditions are 
necessary. It must be of some use ; 
that is (as already explained) it must 
conduce to some purpose, satisfy some 
desire. No one vdll pay a price, or 
part with anything which serves some 
of his purposes, to obtain a thing w^hich 
seiwes none of them. But, secondly, 
the ^ thing must not only have some 
utility, there must also be some diffi- 
culty in its attainment. “ Any article 
whatever,” says Mr. Be Quincey,^ “ to 
obtain that artificial sort of value 
which is meant by exchange value, must 
begin by offering itself as a means to 
some desirable pui-pose ; and secondly, 
even though possessing incontestably 
this preliminary advantage, it will 
never ascend to an exchange value in 
cases Avhere it can be obtained gra- 
tuitously and without effort ; of which 
last terms both are necessary as limi- 
tations. For often it vdll happen that 
some desirable object may be obtained 
gratuitously * stoop, and you gather it 
at your feet; but still, because the con- 
tinued iteration of this stooping exacts 
^ Logic of Political JSconom^r Id, 
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a laborious effort, very soon it is found, 
that to gather for yourself virtually is 
not gi’atuitous. In the vast forests of 
the Canadas, at intervals, wild straw- 
berries may be gratuitously gathered 
by slii|)loads : yet such is the exhaus- 
tion of a stooping posture, and of a 
labour so monotonous, that everybody 
is soon glad to resign the service into 
mercenary hands.” 

As was pointed out in the last chap- 
ter, the utility of a thing in the esti- 
mation of a purchaser, is the extreme 
limit of its exchange value : higher 
the value cannot ascend ; peculiar cir- 
cumstances are required to raise it so 
high. This topic is happily illustrated 
by Mr. Be Quincey. “ Walk into 
almost any possible shop, buy the first 
article you see : what will determine 
its price? In the ninety-nine cases’ 
out of a hundred, simply the eloinent 
B — difficulty of attainment. The other 
element U, or intrinsic utilit}^, will be 
perfectly inoperative. Bet the thing 
(measured by its uses) he, for your 
purposes, worth ten guineas, so that 
you would rather give ten guineas 
than lose it ; yet, if the difficulty of 
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producing it be only wortb one guinea, 
one guinea is the price which it will 
hear. But still not the less, though 
IT is inoperative, can U he supposed 
absent? By no possibility; for, if it 
had been absent, assuredly you would 
not have bought the article even at 
the lowest price. U acts upon you, 
though it does not act upon the price. 
On the other hand, in the hundredth 
case, we will suppose the circumstances 
reversed ; you are on Lake Superior in 
a >steam"boat, making your way to an 
unsettled region 800 miles a-head of 
civilization, and consciously with no 
chance at all of purchasing any luxury 
whatsoever, little luxury or big luxury, 
for the space of ten years to come. 
One fellow-passenger, whom you wdll 
part with before sunset, has a powerful 
musical snuif-box ; knowing by experi- 
ence the power of such a toy over your 
own feelings, the magic with which at 
times it lulls your agitations of mind, 
you are vehemently desirous to pur- 
chase it. In the hour of leaving Lon- 
don you had forgot to do so ; here is a 
final chance. But the owner, aware of 
your situation not less than yourself, 
is determined to operate by a strain 
pushed to the very uttermost upon U, 
upon the intrinsic worth of the article 
in your individual estimate for your 
individual purposes. He will not hear 
of D as any controlling power or 
mitigating agency in the case ; and 
finally, although at six guineas a-piece 
in London or Paris you might have 
loaded a waggon with such boxes, you 
pay sixty rather than lose it when the 
last knell of the clock has sounded, 
which summons you to buy now or to 
forfeit for ever. Here, as before, only 
one element is operative : before it was 
D, now it is IT. But after all, D was 
not absent, though inoperative. The 
inertness of D allowed U to put forth 
its total effect. The practical com- 
pression of D being withdrawn, U 
springs up like water in a pump when 
released from the pressure of air. Let 
still that D wms present to your 
thoughts, though the price was other- 
wise regulated, is evident; both be- 
cause U and D must coexist in order to 
found any case of exchange value what- 


ever, and because undeniably you take 
into very particular consideration this 
D, the extreme difficulty of attainment 
(which here is the greatest possible, 
viz. an impossibility) before you con- 
sent to have the price racked up to U. 
The special D has vanished : but it is 
replaced in your thoughts by an un- 
limited D. Undoubtedly you have 
submitted to U in extremity as the 
regmlating force of the price ; but it 
was under a sense of D’s latent pre- 
sence. Yet D is so far from exerting 
any positive force, that the retirement 
of D horn all agency whatever on the 
price — this it is which creates as it 
were a perfect vacuum, and through 
that vacuum U nishes up to its highest 
and ultimate gradation.” 

This case, in which the value is 
wholly regulated by the necessities or 
desires of the purchaser, is the case of 
strict and absolute monopoly; in 
which, the article desired being only 
obtainable from one person, he can 
exact any equivalent, short of the 
point at which no purchaser could 
be found. But it is not a necessary 
consequence, even of complete mono- 
poly, that the value should be forced 
up to this ultimate limit : as will be 
seen when we have considered the law 
of value in so far as depending on the 
other element, difficulty of attainment. 

§ 2. The difficulty of attainment 
which determines value, is not always 
the same kind of difficulty. It some- 
times consists in an absolute limita- 
tion of the supply. There are things 
of which it is physically impossible to 
increase the quantity beyond certain 
narrow limits. Such are those wines 
which can be grown only in peculiar 
circumstances of soil, climate, and 
exposure. Such also are ancient 
sculptures; pictures by old masters; 
rare hooks or coins, or other articles of 
antiquarian curiosity. Among such 
may also he reckoned houses and 
building-gi’ound, in a town of definite 
extent (such as Venice, or any fortified 
town where fortifications are necessary 
to security); the- most desirable site.s 
in any town whatever ; houses and 
parks peculiarly favoured by natural 
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"beatity, ill places ■wliere tliat advantage 
is uncommon. Potentially, all land 
ivliatever is a commodity of this class ; 
and might be practically so, in coun- 
tries fully occupied and cnltivated. 

But there is another category, (em- 
bracing the mfijority of all things that 
are bought and sold,) in which the 
obstacle to attainment consists only in 
the labour and expense requisite -to 
produce the commodity. Without a 
certain labour and expense if cannot 
be had : hut when any one is willing 
to incur these, there needs he no limit 
to the multiplication of the product. 
If there were labourers enough and 
machinery enough, cottons, woollens, 
or linens might be produced by thou- 
sands of yards for every single yai'd 
now manufactured. There would be a 
point, no doubt, where further increase 
would be stopped by the incapacity of 
the earth to afford" more of the ma- 
terial. But thei’e is no need, for any 
purpose of political economy, to con- 
template a time when this ideal limit 
CO old become a practical one. 

There is a third case, intermediate 
between the two preceding, and rather 
more complex, which I shall at present 
merely indicate, but the importance of 
which in political economy is extremely 
great. There are commodities which 
can be multiplied to an indefinite ex- 
tent by labour and expenditure, but 
not by a fixed amount of labour and 
expenditure. Only a limited quantity 
can be produced at a given cost; if 
more is wanted, it must be produced at 
a greater cost. To this class, as has 
been often repeated, agricultural pro- 
duce belongs ; and generally all the 
rude produce of the earth ; and this 
peculiarity is a source of very import- 
ant consequences ; one of which is the 
necessity of a limit to population ; and 
another, the pajunent of rent. 

§ 3. These being the three classes, 
in one or other of which aU things 
that are bought and sold must take 
their place, we shall consider them in 
their order. And first, of things abso- 
lutely limited in quantity, such as 
ancient sculptures or pictures. 

Of such things it is commonly said, 


that their value depends upon their 
scarcity : but the expi-ession is not 
sufficiently definite to serve our pur- 
pose. Others say, with somewhat 
greater precision, that the value de- 
pends on the demand and the supply. 
But even this statement requires much 
explanation, to make it a clear expo- 
nent of the relation between the value 
of a thing, and the causes of which 
that value is an effect. 

The supply of a commodity is an 
intelligible expression ; it means the 
quantity offered for sale ; the quantity 
that is to be had, at a given time and 
place, by those who wish to purchase 
it. But what is meant by the de- 
mand ? Not the mere desire for the 
commodity. A beggar may desire a 
diamond ; but his desire, however 
great, will have no influence on the 
price, Writei's have therefore given a 
more limited sense to demand, and 
have defined it, the wish to possess, 
combined with the power of pur- 
chasing. To distinguish demand in 
this technical sense, from the demand 
which is synonymous with desire, they 
call the former effectual demand.'* 
After this explanation, it is usually 
supposed that there remains no further 
difficulty, and that the value depends 
upon the ratio between the effectual 
demand, as thus defined, and the 
supply. 

These phrases, however, fail to 
satisfy any one who requires clear 
ideas, and a perfectly precise expres- 
sion of them. Some confusion must 
always attach to a phrase so inappro- 
priate as that of a ratio between two 
things not of the same denomination. 
What ratio can there be between a 
quantity and a desire, or even a desire 
combined • with a power ? A ratio 
between demand and supply is only 
intelligible if by demand we mean 
the quantity demanded, and if the 

* Adam Smith, who introduced the ex- 
pression “ effectual demand,” employed dt to 
denote the demand of those who are willing 
and, able to give for the commodity what he 
calls its natural price, that is, the price 
which will enable it to be permanently pro- 
duced and brought to market.— See Ms 
chapter on Natural and Market Price 
(book i. ch. 7 ^ 
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ratio intended is that between the 
quantity demanded and the quantity 
supplied But again, the quantity 
demanded is not a hxed quantity, even 
at the same time and place ; it varies 
according to the value: if the thing is 
cheap, there is usually a demand for 
more of it than when it is dear. The 
demand, therefore, partly depends on 
the value. But it was before laid 
down that the value depends on the 
demand. From this contradiction how 
shall we extricate ourselves? How 
solve the paradox, of two things, each 
depending upon the other ? 

Though the solution of these diffi- 
culties is obvious enough, the diffi- 
culties themselves are not fanciful ; and 
I bring them forward thus prominently, 
because I am certain that they ob- 
scurely haunt every inquirer into the 
subject who has not openly faced and 
distinctly realized them. Undoubt- 
edly the true solution must have been 
frequently given, though I cannot call 
to mind any one who had given it 
before myself, except the eminently 
clear thinker and skilful expositor, 
J. B. Say. I should have imagined, 
however, that it must be familiar to all 
political economists, if the writings of 
several did not give evidence of some 
want of clearness on the point, anLif 
the instance of Mr. De Quincey did 
not prove that the complete non- 
recognition and implied denial of it are 
compatible with great intellectual in- 
genuity, and close intimacy with the 
subject matter. 

§ 4. Meaning, by the word demand, 
the quantity demanded, and remember- 
ing that this is not a fixed quantity, 
but in general varies according to the 
value, let us suppose that the demand 
at some particular time exceeds the 
supply, that is, there are persons ready 
to buy, at the market value, a greater 
quantity than is offered for sale. Com- 
petition takes place on the side of the 
buyers, and the value rises: but how 
much ? In the ratio (some may sup- 

pose) of the deficiency: if the demand 
exceeds the supply by one-third, the 
value rises one-third. By no means : 
for when the value has risen one-third, 


the demand may still exceed the sup- 
ply ; there may, even at that higher 
value, ^ he a greater quantity wanted 
than is to be had ; and the competi- 
tion of ^buyers may still continue. If 
the article is a necessaiy of life, which, 
rather than resign, people are willing 
to pay for at any price, a deficiency of 
one-third may raise the price to double, 
triple, or quadruple.'^ Or, on the con- 
trary, the competition may cease before 
the value has risen in even the pro- 
portion of the deficiency. A rise, 
short of one-third, may place the article 
beyond the means, or beyond the in- 
clinations, of purchasers to the full 
amount. At what point, then, will 
the rise be arrested ? At the point, 
whatever it be, which equalizes the 
demand and the supply : at the price 
which cuts off the extra third from the 
demand, or brings forward additional 
sellers sufficient to supply it. When, 
in either of these ways, or by a com- 
bination of both, the demand becomes 
equal and no more than equal to the 
supply, the rise of value will stop. 

The converse case is equally simple. 
Instead of a demand beyond the sup- 
ply, let us suppose a supply exceeding 
the demand. The competition vull 
now be on the side of the sellers: the 
extra quantity can only find a market 
by calling forth an additional demand 
equal to itself. This is accomplished 
by means of cheapness ; the value 
falls, and brings the article within, the 
reach of more numerous customers, or 
induces those who were already con- 
sumers to make increased purchases. 
The fall of value required to re-estab- 
lish equality, is different in different 
cases. The kinds of things in. which 
it is commonly greatest are afc the two 
extremities of the scale; absolute 

* § ** The price of com in this country lias 
risen from 100 to 200 per cent and upwards, 
when the utmost computed deficiency of the 
crops has not been more than between one- 
sixth and one-third below an average, and 
when that deficiency has been relieved, by 
foreign supplies. If there should be a defi- 
ciency of the crops amounting to one-third, 
without any surplus from a former year, and 
without any chance of relief by importation, 
the price might rise five, six, or even ten- 
fold.” — Tooke’s SCistory of JBrices, vol. L 
pp. 13—5. 
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necessaries, or tliose peculiar luxuries, 
tRe taste for which is confined to a 
small class. In the case of food, as 
those who have already enongll do not 
require more on account of its cheap- 
ness, but rather expend in other things 
w’hat they save in food, the increased 
eoiisumption occasioned by cheapness, 
carries ofi' as experience shows, only a 
small part of the extra supply caused 
hy an abundant harvest and the fall 
is practically arrested only when the 
farmers withdraw their corn, and hold 
it hack in hopes of a higher price ; orhy 
the operations of speculators who buy 
corn when it is cheap, and store it up 
to he brought out when more urgently 
wanted. Whether the demand and 
supply are equalized by an increased 
demand, the result of cheapness, or hy 
withdrawing a part of the supply, 
equalized they are in either case. 

Thus we see that the idea of a ratio, 
as between demand and supply, is out 
of place, and has no concern in the 
matter: the proper mathematical. ana- 
logy is that of an equation. Demand 
and supply, the quantity demanded 
and the quantity supplied, will be made 
equal. If unequal at any moment, 
competition equalizes them, and the 
manner in which this i^ done is hy an 
adjustment of the value. If the de- 
mand increases, the value rises ; if the 
demand diminishes, the value falls: 
again, if the supply falls off, the value 
rises ; and falls, if the supply is in- 
creased. The rise or the fall continues 
until the demand and supply are again 
equal to one another : and the value 
which a commodity will bring* in any 
market, is no other than the value 
which, in that market, gives a demand 
just sufScient to carry off the existing 
or expected supply. 

This, then, is the Law of Yalue, 
•with respect to air commodities not 
susceptible of being multiplied at plea- 
sure. Such commodities, no doubt, 
are exceptions. There is another law 
for that much larger class of things, 
which admit of indefinite multiplica- 
tion. But it is not the less necessary 
to conceive distinctly and grasp firmly 

* See Toolje, and the Eeport of the Agri- 
cultural Committee of 1 821. 


the theory of this exceptional case. 
In the first place, it will he found to 
be of great assistance in rendering the 
more common case intelligible. And 
in the next place, the principle of the 
exception stretches wider, and embraces 
more cases, than might at first he sup- 
posed. , 

§ 5. There are hut few commodities 
which are naturally and necessarily 
limited in supply. But any commodity 
whatever may be artificially so. Any 
commodity may be the subject of a 
monopoly : like tea, in this countiy, 
up to 1834; tobacco in France, opium 
in British India, at present. The price 
of a monopolized commodity is com- 
monly supposed to he arbitrary; de- 
pending on the will of the monopolist, 
and limited only (asin Mr. De Qnincey’s 
case of the musical box in the wilds of 
America) by tbe buyer’s extinme esti- 
mate of its worth to Inmself. This is 
in one sense true, but forms no excep- 
tion, nevertheless, to the dependence 
of the value on supply and demand. 
The monopolist can fix the value as 
high as he pleases, short of what the 
consumer either could not or would not 
pay ; hut he can only do so hy limiting 
the supply. The Dutch East India Com- 
pany obtained a monopoly price for 
the produce of the Spice Islands, but 
to do so they were obliged, in good 
seasons, to destroy a portion of the 
crop. Had they persisted in selling 
all that they produced, they must have 
forced a market by reducing the price, 
so low, perhaps, that they would have 
received for the larger quantity a less 
total return than for the smaller: at 
least they showed that such was their 
opinion by destroying the surplus. 
Even on Lake Superior, Mr. Do 
Quincey’s huckster could not have sold 
his box for sixty guineas, if he had 
possessed two musical boxes and de- 
sired to sell them both. Supposing 
the cost price of each to be six guineas, 
he would have taken seventy for the 
two in preference to sixty for one ; that 
is, although his monopoly was the 
closest possible, he would have sold 
the boxes at tbirty-five guineas each, 
notivithstanding that sixty was not 
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■beyond tlie buyer’s estimate of the 
article for his purposes. Monopoly 
value, therefore, doesnot depend on any 
peculiar principle, but is a mere variety 
of the ordinary case of demand and 
supply.^ 

Again, though there are few commo- 
dities which are at all times and for 
ever unsusceptible of increase of supply, 
any commodity whatever may be tem- 
porarily so; and with some commo- 
dities this is habitually the case. 
Agricultural produce, for example, 
cannot be increased in quantity before 
the next harvest ; the quantity of corn 
already existing in the world, is all 
that can be had for sometimes a year 
to come. During that interval, corn 
is practically assimilated to things _of 
which the quantity cannot be in- 
creased. In the case of most commo- 
dities, it requires a certain time ^to in- 
crease their quantity ; and if the 
demand inci*eases, then until a corre- 
sponding supply can be brought for- 
ward, that is, until the supply can 
accommodate itself to the demand, the 
value will so rise as to accommodate 
the demand to the supply. 

There is another case, the exact 
converse of this. There are some 
articles of which the supply may be 
inde'finitely increased, but cannot be 
rapidly diminished. There are things 
so durable that the quantity in exist- 
ence is at all times very great in 
comparison with the annual produce. 
Gold, fill d. the more durable metals, 
are things of this sort; and also 
houses. The supply of such things 
might be at once diminished by de- 
stroying them; but to do this could 
only be the interest of the possessor if 
he had a monopoly of the article, and 
could repay himself for the destruction 
of a part by the increased value of the 


remainder. The value, therefore, of 
such things may continue for a long 
time so low, either from excess of 
supply or falling off in the demand, as 
to put a complete stop to further pro- 
duction: the diminution of supply by 
wearing out being so slow a process, 
that a long time is requisite, e ven 
under a total suspension of production, 
to restore the original value. During 
that interval the value mil be regu- 
lated solely by supply and demand, 
and will rise very gradually as the 
existing stock wears out, until there is 
again a remunerating value, and pro- 
duction resumes its course. 

Finally, there are commodities of 
which, though capable of being in- 
creased or diminished to a great, and 
even an unlimited extent, the value 
never depends upon anything but de- 
mand and supply. This is the case, 
in particular, with the commodity 
Labour : of the value of which we 
bave treated copiously in the preceding 
Book : and there are many cases be- 
sides, in which we shall find it neces- 
sary to call in this principle to solve 
difficult questions of exchange value. 
This will he particularly exemplified 
when we treat of International Values ; 
that is, of the terms of interchange 
between things produced in different 
countries, or, to speak more generally 
in distant places. But into these 
questions we cannot enter until we 
shall have examined the case of com- 
modities which can be increased in 
quantity indefinitely and at pleasure ; 
and shall have determined by what 
law, other than that of Demand and 
Supply, the permanent or average 
values of such commodities are regu- 
lated. This we shall do in the next 
chapter. 
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CHAPTER IIL 


OF COST OF PRODUCTIOir, 

§ 1. Wheit the production of a 
commodity is the effect of labour and 
expenditure, whether the commodity 
is susceptible of tinUmited multiplica- 
tion or not, there is a minimum value 
■which is the essential condition of its 
being permanently produced. The 
value at any particular time is the 
result of supply and demand ; and is 
always that ■which is necessary to 
create a market for the existing supply. 
But unless that value is sufficient to 
repay the Cost of Production, and to 
afford, besides, the ordinary expecta- 
tion of profit, the commodity will not 
continue to he produced. Capitalists 
will not go on permanently producing 
at a loss. They will not even go on 
producing at a profit less than they can 
live upon. Persons whose capital is 
already embarked, and cannot he easily 
extricated, will persevere for a con- 
siderable time without profit, and have 
been known to persevere even at a 
loss, in hope of better times. But 
they will not do so indefinitely, or 
when there is nothing to indicate that 
times are likely to improve. No new 
capital will be invested in. an employ- 
ment, unless there he an expectation 
not only of some profit, hut of a profit 
as great (regard being had to the de- 
^ee of eligibility of the employment 
in other respects) as can he hoped for 
in any other occupation at that time 
and place. When such profit is evi- 
dently not to he had, if people do not 
actually withdraw their capital, they 
at least abstain from replacing it when 
consumed. The cost of production, 
together with the ordinaiy profit, may, 
therefore he called the necessary price 
or value, of aU things made by labour 
and capital. Nobody willingly pro- 
duces in the prospect of loss. Who- 
ever does so, does it under a miscalcu- 
lation, which he corrects as fast as he 
is able. 

When a commodity is not only made 
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by labour and capital, hut can be mad© 
by them in indefinite quantity, this 
Necessary Value, the minimum with 
which the producers will be content, is 
also, if competition is free and active, 
the maximum which they can expect. 
If the value of a commodity is such 
that it repays the cost of production 
not only with the customary, hut with 
a higher rate of profit, capital rushes 
to share in this extra gain, and by in- 
creasing the supply of the article, 
reduces its value. This is not a mere 
supposition or surmise, but a fact 
familiar to those conversant with com- 
mercial operations. Whenever a new 
line of business presents itself, offering 
a hope of unusual profits, and when- 
• ever any established trade or manu- 
facture is believed to be yielding a 
greater profit than customary, there is 
sure to he in a short time so large a 
production or importation of the com- 
modity, as not only destroys the extra 
profit, hut generally goes beyond the 
mark, and sinks the value as much too 
low as it had before been raised too 
high ; until the over-supply is corrected 
by a total or partial suspension of fur- 
ther production. As already inti- 
mated,* these variations in the 
quantity produced do not presuppose 
or require that any person should 
change his employment. Those whose 
business is thriving, increase their pro- 
duce by availing themselves more 
largely of their credit, while those who 
are not making the ordinary profit, 
restrict their operations, and (in manu- 
facturing phrase) work short time. In 
this mode is surely and speedily effected 
the equalization, not of profits perhaps, 
hut of the expectations of profit, in 
different occupations. 

As a generalrale, then, things tend to 
exchpge for one another at such values 
as will enable each producer to be re- 
paid the cost of production with th© 
* Supra, p. 24i9, 
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ordinary profit ; in other words, such 
as will give to all producers the same 
rate of profit on tlieir outlay. But in 
order that the profit may be equal 
where the outlay, that is, the cost of 
production, is equal, things must on 
the average exchange for one another 
in the ratio of their cost of production ; 
things of which the cost of production 
is the same, must he of the same value. 
For only thus will an equal outlay 
yield an equal return. If a farmer 
with a capital equal to 1000 quarters 
of corn, can produce 1200 quarters, 
yielding him a profit of 20 per cent; 
whatever else can be produced in the 
same time hy a capital of 1000 quar- 
ters, must be worth, that is, must ex- 
change for, 1200 quarters, otherwise 
the producer would gain either more 
or less than 20 per cent. 

Adam Smith and Eicardo have 
called that value of a thing which is 
proportional to its cost of production, 
its Natural Value (or its Natural 
Brice). They meant by this, the point 
about which the value oscillates, and 
to which it always tends to return ; the 
centre value, towards which, as Adam 
Smith expresses it, the market value 
of a thing is constantly gravitating; 
and any deviation from which is hnt a 
temporary irregularity, which, the 
moment it exists, sets forces in motion 
tending to correct it. On an average 
of years sufficient to enable the oscil- 
lations on one side of the central line 
to be compensated by those on the 
other, the market value agrees with 
the natural value ; hut it very seldom 
coincides exactly with it at any par- . 
ticuiar time. The sea everywhere 
tends to, a level ; hut it never is at an 
exact level ; its surface is always ruf- 
fled hy waves, and often agitated by 
stoi-ms. It is enough that no point, at 
least in the open sea, is permanently 
higher than another. Each place is 
alternately elevated and depressed; 
hut the ocean preserves its level. 

§ 2. The latent influence by which 
the values of things are made to con- 
form in the long run to the cost of 
production, is the variation that would 
otherwise take place in the supply of 
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the commodity. The s apply would he 
increased if the thing continued to sell 
above the ratio of its cost of produc- 
tion, and would he diminished if it 
fell below that ratio. But we must not 
therefore suppose it to he necessary 
that the supply should actually 
either diminished or increased. "Sup- 
pose that the cost of production of a 
thing is cheapened hy some mecha- 
nical invention, or increased by a tax. 
The value of a thing would in a little 
time, if not immediately, fall in the 
one case, and rise in the other ; and it 
would do so, because if it did not, the 
supply would in the one case be in- 
creased, until the price fell, in the other 
diminished, until it rose. For this 
reason, and from the erroneous notion 
that value depends on the proportion 
between the demand and the supply, 
many persons suppose that this pro- 
portion must he altered whenever there 
is any change in the value of the com- 
modity; that the value cannot fall 
through a diminution of the cost of 
production, unless the supply is perma- 
nently increased ; nor rise, unless the 
supply is permanently diminished. But 
this is not the fact : there is no need 
that there should be any actual altera- 
tion of supply ; and when there is, the 
alteration, if permanent, is not the 
cause but the consequence of the altera- 
tion in value. If, indeed, the supply 
could not he increased, no diminution 
in the cost of production would lower 
the value : hut there is hy no means 
any necessity that it should. The 
mere possibility often suffices ; the 
dealers are ware of what would hap- 
pen, and their ^ mutual competition 
makes them anticipate the result by 
lowering the price. 'Whether there 
will be a greater permanent supply of 
the commodity, after its production 
has been cheapened, depends on quite 
another question, namely, on whether 
a greater quantity is wanted at the 
reduced value. Most commonly a 
greater quantity is wanted, hut not 
necessarily. “A man,” says Mr. 
Be Qnincey/^ buys an article of in- 
stant applicability to his own purposes 
the more readily and the more largely 
♦ Logic ^ Folitical Eco7iomv, pp- 230—1. 
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as it happens to he cheaper. Silk Wonld the supply he dimiiiislied? Only 
handkerchiefs having fallen to half- if the increase of value diminished 
price, he will huy, perhaps, in three- the demand. Whether this effect fbl- 
fold quantity ; hut he does not huy lowed, would soon appear, and if it did, 
more steam-engines because the price the value would recede somewhat, 
IS lowered. His demand for steam- from excess of supply, until the pro- 
engines is almost always predetermined ductionwas reduced, and would then 
hy the circumstances of his situation, rise again. There are many articles 
So far as he considers the cost at all, for which it requires a very consider- 
it is much more the cost of working able rise of price, materially to redace 
this engine than the cost upon its the demand; in particular, articles of 
purchase. But there are many articles necessity, such as the habitual food of 
for which the market is absolutely «the people ; iu England, wheateu 
and merely limited hy a pre-existing bread ; of which there is probably 
system^ to which those articles are almost as much consumed, at the . pre- 
attached as subordinate parts or mem- sent cost price, as there would be with 
hers. _ How could we force the dials or the present population at a price con- 
faces of timepieces by artificial cheap- siderably lower. Yet it is especially 
ness to sell more plentifully than the in such things that dearness or high 
inner works or movements of such price is popularly confounded with 
timepieces? Could the sale of scarcity. Food may be dear from 
wine-vaults be increased -without in- scarcity, as after a bad harvest; but 
creasing the sale of wine? Or the the dearness (for example) which is the 
tools of shipwrights find an enlarged efiect of taxation, or of corn laws, has 
market whilst shipbuilding -was sta- nothing whatever to do with insuf- 
tionary? . . . . Ofter to a town of ficient supply: such causes do not 
3000 inhabitants a stock of hearses, much diminish the quantity of food in 
no cheapness will tempt that town into a country : it is other things rather 
buying more than one. Offer a stock of than food that are diminished in quan- 
yachts, the chief cost lies in manning, tity by them, since, those who pay 
victualling, repairing ; no diminution more for food not ha-ving so much to 
upon the mere price to a purchaser expend otherwise, the production of 
will tempt into the market any man other things contracts itself to the 
whose habits and propensities had not limits of a smaller demand, 
already disposed him to such a pur- It is, therefore, strictly correct to 
chase. So of professional costume for say, that the value of things which 
bishops, lawyers, students at Oxford.” can he increased in quantity at plea- 
hfobody doubts, however, that the price sure, does not depend (except acci- 
and value of all these things would he dentally, and during the time necessary 
eventually lowered hy any diminution for production to adjust itself,) upon 
of their cost of production ; and demand and supply ; bn the contrary, 
lowered through the apprehension demand and supply depend upon it. 
entertained of new competitors, and There is a demand for a certain quan- 
an increased supply : though the great tity of the commodity at its natural or 
liazai’d to which a new competitor cost value, and to that the supply in 
would expose himself, in an article the long run endeavours to conform, 
not susceptible of any considerable ex- When at any time it fails of so con- 
tension of its market, would enable forming, it is either from miscalcnla- 
tlie established dealers to maintain tion, or from a change in some of the 
their original prices much longer than elements of the problem : either in the 
they could do in an article offering natural value, that is, in the cost of 
more encouragement to competition. production ; or in the demand, from 
Again, reverse the case, and sup- an alteration in public taste or in the 
pose the cost of production increased, number or wealth of the consumers, 
as for example hy laying a tax on the These causes of disturbance are veij 
commodity. The value would rise ; liable to occur, and when any one of 
and that, probably, immediately, them does occur, the market value of 
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tlie article ceases to agree with the 
natural Talue. The real law of de- 
mand and supply, the equation between 
them, holds good in all cases : if a 
value different from the natural value 
he necessaiy to make the demand 
equal to the supply, the market value 
will deviate from the natural value; 
but omy for a time ; for the permanent 
tendency of supply is to conform itself 
to the demand which is found by expe- 
rience to exist for the commodity when 
selling at its natural value. If the 
supply is either more or less than this, 
it is so accidentally, and affords either 
more or less than the ordinary rate of 
profit ; which, under free and active 
competition, cannot long continue to 
he the case. 

To recapitulate : demnnci and supply 
govern the value of all things which 
cannot he indefinitely increased; ex- 
cept that even for them, when produced 
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hy industiy, there is a minimum value, 
determined hy the cost of production, 
But in all things which admit of inde- 
finite multiplication, demand and supply 
only determine the perturbations of 
value, during a period which cannot 
exceed the length of time necessary 
for altering the supply. While thus 
ruling the oscillations of value, they 
themselves obey a superior force, which, 
makes value gi’avitate towards Cost of 
Production, and which would settle it 
and keep it there, if fresh disturbing 
influences were not continually arising 
to make it again deviate. To pursue 
the same strain of metaphor, demand 
and supply always rush to an equili- 
brium, but the condition of stable 
equilibrium is w^hen tilings exchange 
for each other according to their cost 
of production, or, in the expression we 
have used, ivhen things are at their 
Natural Value. 


CHAPTER IV. 

ULTIMATE ANALYSIS OF COST OP PEODUCTIOK’. 


§ If The component elements of 
Cost of Production have been set forth 
in the Fii-st Part of this enquiry."* 
The principal of them, and so much 
the principal as to be nearly the sole, 
we found to be Labour. What the 
production of a thing costs to its pro- 
ducer, or its series of producers, is the 
labour expended in producing it. If 
we consider as the producer the capi- 
talist who makes the advances, the 
word Labour may be replaced by the 
w’-ord W ages : what the produce costs 
to liim, is the wages which he has had 
to pay. At the first glance indeed 
this seems to be only a part of his out- 
lay, since ho has not only paid wages 
to labourers, but has likewise prortded 
them with tools, materials, and per- 
haps buildings. These tools, materials, 
and buildings, however, were produced 
by labour and capital; and their value, 
like that of the article to the produc- 
tion of wdiich they are subservient, 
* Supra, pp. 19, 20. 


depends on cost of production, which 
again is resolvable into labour. The* 
cost of production of broadcloth does; 
not wholly consist in the wages of 
weavers; which alone are directly paid 
by the cloth manufacturer. It consists 
also of the wages of spinners and 
woolcombers, and it may he added, of 
shepherds, all of which the clothieT 
has paid for in the price of yarn. It 
consists too of the Avages of builders 
and brickmakers, which he has reim- 
bursed in tbe contract price of erecting 
his factory. It partly consists of the 
wages of machine-makers, iron-fonnders, 
and miners. And to these must be. 
added the wages of tbe carriers wdio 
transported any of the means and 
appliances of the production to tlie 
place where they were to be used, 
and - tbe product itself to tbe place 
where it is to be sold. 

The value of commodities, there- 
fore, depends principally (we shall pre- 
sently see whether it depends solely) 


278 BOOK in. CHAPTER IV. §2. 


on tlie q-!3ontity of labour required for 
tbeir production ; including in tH'e idea 
of production, that of conveyance to 
the market. “In estimating,” says 
Ricardo,* “ tlie excliangeable value of 
stocldngs, for example, we sliall find 
til at their value, comparatively with 
other things, depends on the total 
quantity of labour necessary to manu- 
facture them and bring them to 
market. Eirst, there is the labour 
necessary to cultivate the land on 
which the raw cotton, is grown; 
secondly, the labour of conveying the 
cotton to the country where the stock- 
ings are to be manufactured, which 
includes a portion of the labour be- 
stowed in building the ship in which it 
is conveyed, and which is charged in 
the freight of the goods; thirdly, the 
labour of the spinner and weaver; 
fourthly, a portion of the labour of tbe 
engineer, smith, and carpenter, who 
erected the buildings and macbinery 
by tbe help of which they are made ; 
fifthly, the labour of tbe retail dealer, 
and of many others, whom it is un- 
necessary further to particularize.' The 
aggregate sum of these various kinds 
of labour, determines the quantity of 
other things for which these stockings 
will exchange, while the same con- 
sideration of the various quantities of 
labour which have been bestowed on 
those other things, ■will eqtially govern 
the portion of them which will be given 
for the stockings. 

“ To convince 'ourselves that this is 
the real foundation of exchangeable 
value, let us suppose any improvement 
to be made in 'tlie means of abridging 
labour in any one of the various pro- 
cesses through which the raw cotton 
must pass before tbe manufactured 
stocldngs come to the market to he 
exchanged for other things ; and ob- 
serve the effects which will follow. If 
fewer men were required to cultivate 
the raw cotton, or if fewer sailors were 
employed in navigating, or shipwrights 
in constructing, the ship in which it 
was conveyed to us ; if fewer hands 
were employed in raising the buildings 
and machinery, or if these, when raised, 

* Principles of JPolitical 'Economy and 
Taxatim, ch. i, sect, 3. 


were_ rendered more efficient; the 
stockings would inevitably fallin value, 
and command less of other things. 
They would fall, because a less quan- 
tity of labour wms necessary to tbeir 
production,, and would tlierefore ex- 
cbange^for a smaller quantity of those 
tilings in wbicb no such abridgment of 
labour bad been made. 

“Economy in the use of labour 
never fails to reduce the relative value 
of a commodity, whether the saving be 
in the labom' necessary to the manu- 
facture of the commodity itself, or in 
that necessary to the formation of the 
capital, by the aid of which it is pro- 
duced. In either case the price of 
stockings would fall, whether there 
were fewer men employed as bleachers, 
spinners, and weavers, persons imme- 
diately necessary to their manufacture ; 
or as sailors, carriers, engineers, and 
smiths, persons more indirectly con- 
cerned. In tile one case, the whole 
saving of labour would fall on the 
stockings, because that portion of 
labour was wholly confined to the 
stockings ; in the other, a portion only 
would fall on the stockings, the re- 
mainder being applied to all those 
other commodities, to the production 
of which the buildings, machinery, 
and carriage, were subservient.” 

§ 2. It will have been observed that 
Ricardo expresses himself as if tbe 
quantity of labour which it costs to 
produce a commodity and bring it to 
market, were tbe only thing on which 
its value depended. But since the 
cost of production to tbe capitalist is 
not labour but wages, and since wages 
may be either greater or less, the quan- 
tity of labour being the same ; it would 
seem that the value of the product 
cannot he determined solely by the 
quantity of labour, but by the qiiautity 
together with the remuneration ; and 
that values must partly depend on 
wages. 

In order to decide this point, it must 
be considered, that value is a relative 
term ; that the value of a commodity is 
not a name for an inherent and sub- 
stantive quality of tbe thing itself, but 
means the quantity of other things 
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■wliicli can be obtained in exchange 
for it. The value of one thing, must 
always be understood relatively to 
some other thing, or to things in general. 
Now the relation of one thing to another 
cannot be altered by any cause which 
affects them both alike. A rise or fall 
of general wages is a fact which affects 
all commodities in the same manner, 
and therefore affords no reason why 
they should exchange for each other 
in one rather than in another propor- 
tion, To suppose that high wages 
make high values, is to suppose that 
there can be such a thing as general 
high values. But this is a contradic- 
tion in terms : the high value of some 
things is synonymous with the low 
value of others. The mistake arises 
from not attending to values, but only 
to prices. Though there is no such 
thing as a general rise of values, there 
is such a thing as a general rise of 
prices. As soon as we form distinctly 
the idea of values, we see that high^or 
low wages can have nothing to do with 
them : but that high wages make high 
prices, is a popular and wide-spread 
opinion. The whole amount of error 
involved in this proposition can only 
be seen thoroughly when we come to 
the theory of money ; at present we 
need only say that if it be true, there 
■can he no such thing as a real rise of 
wages ; for if wages could not i-ise 
without a proportional rise of the price 
•of everything, they conld not, for any 
substantial puipose, rise at aU. This 
surely is a sufficient reductio ad ab- 
surdum, and shows the amazing foUy 
of the propositions which may and do 
become, and long remain, accredited 
doctrines of popular political economy. 
It must he remembered, too, that 
general high prices, even supposing 
them to exist, can he of no use to a 
producer or dealer, considered as such ; 
for if they increase liis money returas, 
they increase in the same degree all 
his expenses. There is no mode in 
which capitalists can compensate them- 
selves for a high cost of labour, through 
any action on values or prices. It 
•cannot be prevented from taking its 
•effect in low profits. If the labourers 
really get more, that is, get the pro- 


duce of more labour, a smaller per- 
centage must remain for profit. From 
this Law of Distribution, resting as it 
does on a law of arithmetic, there is no 
escape. The mechanism of Exchange 
and Price may hide it from us, but is 
guite powerless to alter it. 

§ 3. Although, however, general 
wages, whether high or low, do not 
affect values, yet if wages are higher 
in one employment than another, or if 
they rise or fall permanently in one 
employment without doing so in others, 
these inequalities do really operate 
upon values. The causes which make 
wages vary from one employment to 
another, have been considered in a 
former chapter. When the wages of 
an employment permanently exceed 
the average rate, the value of the 
thing produced will, in the same degree, 
exceed the standard determined, by 
mere quantity of labour. Things, for 
example, which are made by skilled 
labour, exchange for the produce of a 
much greater quantity of unskilled 
labour ; for no reason hut because the 
labour is more highly paid. If, through 
the extension of education, the labourers 
competent to skilled employments were 
so increased in number as to diminish 
the difference between their wages 
and those of common labour, all things 
produced by labour of the superior 
land would fall in value, compared with 
things produced by common labour, 
and these might he said therefore to 
rise in value. We have before re- 
marked that the difficulty of passing 
from one class of employments to a, 
class greatly superior, has hitherto 
caused the w-ages of all those classes 
of labourers who are separated from 
one another by any very marked bar rier, 
to depend more than might be sup- 
posed upon the increase of the popu- 
lation oi each class, considered sepa- 
rately ; and that the inequalities in 
the remuneration of labour are much 
greater than could exist if the comi 
petition of the labouring people gene- 
rally, could he brought practically to 
bear on each particular employment. 
It follows from this, that wages in 
different employments do not rise or 
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fall simultaneously, but are, for sliort 
and sometimes even for long periods, 
nearly independent of one another. 
All such disparities evidently alter the 
relative cost of production of different 
commodities, and will therefore be 
completely represented in their natural 
or average value. 

It thus appears that the maxim 
laid down by some of the best political 
economists, that wages do not enter 
into value, is expressed with greater 
latitude than the truth warrants, or 
than accords with their own meaning. 
Wages do enter into value. The 
relative wages of the labour necessary 
for producing different commodities, 
affect their value just as much as the 
relative quantities of labour. It is 
true, the absolute wages paid have no 
effect upon values; but neither has 
the absolute quantity of labour. If 
that were to vaiy simultaneuusly and 
equally in all commodities, values 
would not, be affected. If, for in- 
stance, the general efficiency of all 
labour were increased, so that all 
things without exception could be pro- 
duced in the same quantity as before 
■with a smaller amount of labour, no 
trace of this general diminution of cost 
of production would show itself in the 
values of commodities. Any change 
which might take place in them would 
only represent the unequal degrees in 
which the improvement affected dif- 
ferent things ; and would consist in 
' cheapening those in which the saving 
of labour had been the greatest, while 
tose in which there had been some, 
but a less saving of labour, would ac- 
tually rise in value. In strictness, 
therefore, wages of labour have as 
much to do with value as quantity of 
labour: and neither Ricardo nor any 
one else has denied the fact. In con- 
sidering, however, the causes of varia- 
tions in value, quantity of labour is 
the thing of chief importance; for 
when that varies, it is generall;^ in 
one or a few commodities at a time, 
but the variations of wages (except 
passing fluctuations) are usually ge- 
neral, and have no considerable effect 
on value. 


§ 4. Thus far of labour, or wages, 
as an element in cost of production. 
But in our analysis, in the First Book, 
of the requisites of production, we found 
that there is another necessary element 
in it besides labour. There is also 
capital ; and this being the result of 
abstinence, the produce, or its value, 
must be sufficient to remunerate, not 
only all the labour required, but the 
abstinence of all the persons by whom 
the remuneration of the different 
classes of labourers was advanced. 
The return for abstinence is Profit. 
And profit, we have also seen, is not 
exclusively the surplus remaining to 
the capitalist after he has been com- 
pensated for his outlay, but forms, in 
most cases, no unimportant part of 
the outlay itself. The flax-spinner, 
pari of whose expenses consists of the 
purchase of flax and of machinery, has 
had to pay, in their price, not only the 
wages of the labour by which the flax 
was grown and the machinery made, 
hut the profits of the grower, the flax- 
dresser, the miner, the iron-founder, 
and the machine-maker. All these 
profits, together with those of the spin- 
ner himself, were again advanced by 
the weaver, in the price of his material, 
linen yarn : and along with them the 
profits of afresh set of machine-makers, 
and of tbe miners and iron-workers 
who supplied them with their metallic 
material. All these advances form, 
part of the cost of production of linen. 
Profits, therefore, as well as wages, 
enter into tbe cost of production which 
determines the value of the produce. 

Value, however, being purely re- 
lative, cannot depend upon absolute 
profits, no more than npon absolute 
wages, but upon relative profits only. 
High general profits cannot, any more 
than high general wages, he a cause of 
high values, because high general values 
are an absurdity and a contradiction. 
In so far as profits enter into the cost 
of production of all things, they cannot 
affect the value of any. It is only 
by entering in a greater degree into 
the cost of production of some things 
than of others, that they can have any 
influence on value. 

For example, we have seen that 
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there are causes which necessitate a 
permanently higher rate of profit in 
certain employments than in others. 
There must he a compensation for 
superior risk, trouble, and disagreeable- 
ness. This can only be obtained by 
selling the commodity at a value above 
that which is due to the quantity of 
labour necessary for its production. 
If gunpowder exchanged for other 
things in no higher ratio than that of 
the labour required from first to last 
for producing it, no one would set up 
a powder-mill. Butchers are certainly 
a more prosperous class than bakers, 
and do not seem to be exposed to 
greater risks, sinfce it is not remarked 
that they are oftener bankrupts. They 
seem, therefore, to obtain higher pro- 
fits, which can only arise from the 
more limited competition caused by 
the unpleasantness, and to a certain 
degree, the unpopularity of their trade. 
But this higher profit implies that they 
sell their commodity at a higher value 
than that due to their labour and out- 
lay. All inequalities of profit which 
are necessary and permanent, are re- 
presented in the relative values of the 
commodities. 

§ 5. Profits, however, may enter 
more largely into the conditions of 
production of one commodity than of 
another, even though there be no dif- 
ference in the rate of profit between 
the two employments. The one com- 
modity may be called upon to yield 
profit during a longer period of time 
than the other. The example by which 
this case is usually illustrated is that 
of wine. Suppose a quantity of wine, 
and a quantity of cloth, made by equal 
amounts of labour, and that labour 
paid at the same rate. The cloth 
does not improve by keeping ; the 
wine does. Suppose that, to attain 
the desired quality, the wine requires 
to be kept five years. The producer 
or .dealer will not keep it, unless at 
the end of five years he can sell it for 
as much more than the cloth, as 
amounts to five years profit, accumu- 
lated at compound interest. The wine 
and the cloth were made by the same 
original outlay. Here then is a case 


in which the natural values, relatively 
to one another, of two commodities, do 
not conform to their cost of production 
alone, hut to their cost of production 
plus something else. Unless, indeed, 
for the sake of generality in the ex- 
pression, we include the profit which 
the wine-merchant foregoes during the 
five years, in the cost of production of 
the wine : looking upon it as a kind of 
additional outlay, over and above his 
other advances, for which outlay he 
must be indemnified at last. 

All commodities made by machinery 
are assimilated, at least approximately, 
to the wine in the preceding example. 
In comparison with things made 
wholly by immediate labour, profits 
enter more largely into their cost of 
production. Suppose two commodities, 
A and B, each requiring a year for its 
production, by means of a capital 
which we wdll on this occasion denote 
by money, and suppose to be lOOOZ. 
A is made wholly by immediate labour, 
the whole 10002- being expended di- 
rectly in wages. B is made by means 
of labour which costs 5002. and a ma- 
chine which costs 5002., and the ma- 
chine is worn out by one year’s use. 
The two commodities ’will be exactly 
of the same value ; which, if computed 
in money, and if profits are 20 per 
cent, per annum, will be 12002. But 
of this 12002., in the case of A, only 
2002., or one-sixth, is profit: while in 
the case of B there is not only the 
2002., but as much of 6002. (the price 
of the machine) as consisted of the 
profits of the machine-maker ; which, 
if we suppose the machine also to have 
taken a year for its production, is again 
one-sixth. So that in the case of A 
only one-sixth of the entire return is 
profit, whilst in B the element of profit 
comprises not only a sixth of the 
whole, but an additional sixth of a 
large part. 

The greater the proportion of the 
whole capital which consists of ma- 
chinery, or buildings, or material, or 
anything else which must he provided 
before the immediate labour can com- 
mence, the more largely will profits 
enter into the cost of production. It 
is equally true, though not so obvious 
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at first siglit, tliat greater durability 
in tlie portion of capital wliicb consists 
of macliinery or buildings, lias precisely 
tbe same effect as a greater amount 
of it. As we just supposed one ex- 
treme case, of a maebine entirely worn 
out by a year’s use, let us now suppose 
tlie opposite and still more extreme 
case, of a maebine wbicb lasts for ever, 
and requires no repairs. In tins case, 
wliicb is as well suited for the purpose 
of illustration as if it were a possible 
one, it will be unnecessary that tbe 
manufacturer should ever be I'epaid 
the 6001 wliicb lie gave for tbe ma- 
ebine, since be has always tlie maebine 
itself, worth 5001; bnt be must be 
paid, as before, a profit on it. Tbe 
commodity B, therefore, which in tbe 
case previously supposed was sold for 
12001, of wbicb sum, 10001 were to 
replace the capital and 2001 were 
profit, can now be sold for 7001, being 
5001 to replace wages, and 2001 profit 
on tbe entire capital. Profit, there- 
fore, enters into tbe value of B in tbe 
ratio of 2001 out of 7001, being two- 
sevenths of tbe wdiole, or 28f per cent, 
while in tbe case of A, as beforOj it 
enters only in tbe ratio of one-sixth, 
or 16| per cent. The case is of course 
purely ideal, since no machinery or 
other fixed capital lasts for ever ; bnt 
tbe more durable it is, tbe nearer it 
approaches to this ideal case, and the 
more largely does profit enter into tbe 
return. If, for instance, a maebine 
worth 6001 loses one fifth of its value 
by each year’s use, 1001 must be added 
to tbe return to make up this loss, and 
tbe price of tbe commodity will be 
8001 Profit therefore will enter into 
it in tbe ratio of 2001 to 800Z., or one- 
fourth, wbicb is still a much higher 
proportion than one-sixth, or 2001 in 
12001, as in case A. 

From the unequal proportion in 
wbicb, in diflerent employments, profits 
enter into the advances of tbe capi- 
talist, and therefore into tbe returns 
required by him, two consequences 
follow in regard to valne. One is, 
that commodities do not exchange in tbe 
ratio simply of tbe quantities of labour 
required to produce them ; not even if 
we allow for the unequal rates at which 1 


different kinds of labour are perma- 
nently remunerated. We have already 
illustrated this by the example of wine : 
we shall now further exemplify it by 
the case of commodities made by ma- 
chinery. Suppose, as before, an article 

A, made by a thousand pounds’ worth 
of immediate labour. But instead of 

B, made by 5001 worth of immediate 
labour and a maebine worth 5001, let 
us suppose C, made by 5001 worth of 
immediate labour with the aid of a 
machine which has been produced by 
another 5001 worth of immediate la- 
bour: tbe machine requiring a year 
for making, and worn out by a year’s 
use ; profits being as before 20 per cent. 
A and C are made by equal quantities 
of labour, paid at the same rate : A costs 
10001 worth of direct labour ; C, only 
5001 worth, which however is made 
up to 10001 by the labour expended 
in tbe construction of tbe maebine. If 
labour, or its remuneration, were the 
sole ingredient of cost of production, 
these two things would exchange for 
one another. But will they do so? 
Certainly not. The maebine having 
been made in a year by an outlay of 
5001, and profits being 20 per cent, 
tbe natni’al price of tbe machine is 
6001: making an additional 1001 
which must be advanced, over and 
above bis other expenses, by the 
manufacturer of 0, and repaid to him 
with a profit of 20 per cent. While, 
therefore, the commodity A is sold for 
12001, C cannot be permanently sold 
for less than 13201 

A second consequence is, that every 
rise or fall of general profits will have 
an effect on values. Kot indeed by 
raising or lowering ‘*tliem generally, 
(which, as we have so often said, is a 
contradiction and an impossibility) : 
but by altering tbe proportion in which 
tbe values of things are afiected by 
tbe unequal lengths of time for wbicb 
profit is due. When two things, 
though made by equal labour, are of 
unequal value because the one is called 
upon to yield profit for a greater num- 
ber of years or months than the other; 
this difference of value will be greater 
when profits are greater, and less when 
they are less. The wine which has to 
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yield five years profit inore til an the —labonr and profits—tliere are others 
cloth, will surpass it in value much more which are artificial and casual, as for -j 

if profits are 40 per cent, than if they instance a tax. The tax on malt is jj.,| 

are only 20. The commodities A and as much a part of the cost of produc- 1-1 

C, which, though made hy equal quan- tion of that article, as the wages of 
tities of labour, were sold for 1200Z- the labourers. The expenses which Ki 

and 1320Z., a difference of 10 per cent, the law imposes, as well as those which iV'i| 

would, if profits had been only half as the nature of things imposes, must be 
innch, have been sold for llOOZ. and reimbursed with the ordinary profit f-ij 

1155Z., a difference of only 5 per cent, from the value of the produce, or the 
It follows from this, that even a things will not continue to be produced, 
general rise of wages, when it involves But the influence of taxation on value 
a real increase in the cost of labour, is subject to tbe same conditions as 
does in some degree influence values, the influence of wages and of profits. 

It does not affect them in the manner It is not general taxation, but diffex- 
vulgarly supposed, by raising them ential taxation, that produces the 
universally. But an increase in the effect. If all productions wei’e taxed 
cost of labour, lowers profits; and so as to take an equal percentage from 
therefore lowers in natural value the all profits, relative values would be in 
things into which profits enter in a no way disturbed. If only a few corn- 
greater proportion than the average, modities were taxed, their value would 
and raises those into which they enter rise : and if only a few were left un- 
in a less proportion than the average, taxed, their value would fall If half 
All commodities in the production of were taxed and the remainder uiitaxed, 
which machinery bears a large part, the first half would rise and tbe last 
•especially if the machinery is very would fall relatively to each other, 
durable, are lowei-ed in their relative This would be necessary in order to 
value when profits fall; or, what is equalize the expectation of profit in 
equivalent, other things are raised in all emplo3unents, without which the 
value relatively to them. Tlxis truth taxed employments would ultimately, 
is sometimes expressed in a phrase- if not immediately, be abandoned, 
ology more plausible than sound, by But general taxation, when equally- 
saying that a rise of wages raises the imposed, and not disturbing the re- 
value of things made by labour, in latioiis of different productions to one 
comparison wuth those made hy ma- another, cannot produce any effect on 
chinery. But things made by ma- values. 

chinery, just as much as any other We have thus far supposed that all 
things, are made hy labour, namely the means and appliances which enter 
the labour which made the machinery into the cost of production of com- 
itself : the only difference being that modities, are things whose own value 
profits enter somewhat more largely depends on their cost of production, 
into the production of things for which Some of them, however, may belong to 
machinery is used, though tbe prin- the class of things which cannot he 
cipal item of the outlay is still labour, increased ad lihitum in quantity, and 
It is better, therefore, to associate tbe which therefore, if the demand goes 
effect with fall of profits than with rise beyond a certain amount, command a 
of wages ; especially as this last ex- scarcity value. The materials of many 
pression is extremely ambignons, sug- of the ornamental articles manufac- 
gesting the idea of an increase of the tured in Italy are the substances called 
labourer’s real remuneration, rather rosso, giallo, and verde antico, which, 
than of what is alone to tbe purpose whether truly or falsely I know not, 
here, namely, the cost of labour to its are asserted to be solely derived from 
■employei’. the destruction of ancient columns 

and other 01‘namental structiu’es: the 
§ 6. Besides the natural and ne- quarries from which the stone was 
cessary elements in cost of production oiiginally cut being exhausted, or their 
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locality forgottexi> ^ A material of 
such a nature, if in much demand, 
must he at a scarcity ^alue ; and this 
value enters into the cost of produc- 
tion, and, consequently, into the value, 
of the finished article. The time seems 
to he approaching when the more 
valuable furs will come under the 
influence of a scarcity value of the 
material. Hitherto the diminishing 
numher of the animals which produce 
them, in the wildernesses of Sibeiia and 
on the coasts of the Esquimaux Sea, 
has operated on the value only through 
the greater lahoui* which has become 
necessary for securing any given quan- 
tity of the article ; since, without 
doubt, by employing labour ;eiicugb, it 
might still be obtained in much greater 
abundance for some time longer. 

But tbe case in which scarcity value 
chiefly operates in adding to cost of 
production, is the case of natural 
agents. These,- when unappropriated, 
and to he had for the taking, do not 
enter into cost of production, save to 
the extent of the labour which may be 
necessary to fit them for use. Even 
when appropriated, they do not (as we 
have already seen) bear a value from 
the mere fact of the appropriation, hut 
only from scarcity, that is, from limi- 
tation of supply. But it is equally 
certain that they often do bear a scar- 1 
city value. Suppose a fall of water, j 
in a place where there are more mills 
wanted than there is water-powder to 
supply them ; the use of the fall of 
water will have a scarcity value, sujBfi- 
cient either to bring the demand down 
to the supply, or to pay for the creation 
of an artificial power, by steam or 
otherwise, equal in efficiency to the 
water-power. 

* Some of these qxmrries, I believe, have 
been rediscovered, and are again worked. 


A natural agent being a possession 
in perpetuity, and being only service- 
able ^by the products resulting from its 
continued emplo}Tnent, the ordinary 
mode of deriving benefit from its 
ownership is by an annual equivalent, 
paid by the person who uses it, from 
the proceeds of its use. This equiva- 
lent always might be, and generally is, 
termed rent. The question thei’elbre, 
respecting the influence which the ap- 
propriation of natural agents produces 
on values, is often stated in this form : 
Does Bent enter into Cost of Produc- 
tion ? and the answer of the best poli- 
tical economists is in the negative. 
The temptation is strong to the adop- 
tion of these sweeping expressions, 
even by those who are aware of the 
restrictions with which they must he 
taken ; for there is no denying that 
they stamp a general principle more 
firmly on the mind, than if it were 
j hedged roimd in theoiy with all its 
practical limitations. But they also 
puzzle and mislead, and create an im- 
pression unfavourable to political eco- 
nomy, as if it disregarded the evidence 
of facts. Ko one can deny that rent 
sometimes enters into cost of produc- 
tion. If I buy or rent, a piece of ground, 
and build a cloth manufactory on it,* 
the ground-i'ent forms legitimately a 
part of my expenses of production, 
which must he repaid by the product. 
And since all factories are built on 
ground, and most of them in places 
where ground is peculiarly valuable, 
the rent paid for it must, on the ave- 
rage, be compensated in the values of 
all things made in facton’es. In what 
sense it is true that rent does not enter 
into the cost of production or afiectthe 
value of agricultural produce, will be 
showm in the succeeding chapter. 
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BENT IN ITS EELATION TO VALUE. 

CHAPTEB V. 

OP PENT, IK ITS HELATION TO VALUE. 


§ 1. We have investigated tlie 
laws wliicli determine the value of two 
classes of commodities : the small 
class which, being limited to a definite 
quantity, have their value entirely de- 
termined by demand and supply, save 
that their cost of production (if they 
have any) constitutes a minimum below 
which they cannot permanently fall ; 
and the large class, which can be mul- 
tiplied atZ libitum by labour and capital, 
and of which the cost of production 
fixes the maximum as well as the 
minimum at which they can perma- 
nently exchange. But there is still a 
third kind of commodities to be con- 
sidered: those which have, not one, 
but several costs of production ; which 
can always be increased in quantity by 
labour and capital, but not by the 
same amount of labour and capital ; of 
which so much may be produced at a 
given cost, but a further quantity not 
without a greater cost. These com- 
modities form an intermediate class, 
partaking of the character of both the 
others. The principal of them is agri- 
cultural produce. We have already 
made abundant reference to the funda- 
mental truth, that in agriculture, the 
state of the art being given, doubling 
the labour does not double the produce ; 
that if an increased quantity of produce 
is required, the additional supply is 
obtained at a greater cost than the 
first. Where a hundred quarters of 
corn are all that is at present required 
from the lands of a given village, if 
the growth of population made it ne- 
cessary to raise a hundred more, either 
by breaking up worse land now uncul- 
tivated, or by a more elaborate cultiva- 
tion of the land already under the 
plough, the additional hundred, or 
some part of them at least, might cost 
double or treble as much per quarter 
as the former supply. 

If the first hundred quarters were 
all raised at the same expanse (only 


the. best land being cultivated) : and if 
that expense wo^d be remunerated 
with the ordinary profit by a price of 
205. the quarter ; the natural price of 
wheat, so long as no more than that 
quantity was required, would be 205 . ; 
and it could only rise above, or fall 
below that price, from vicissitudes of 
seasons, or other casual variations in 
supply. But if the population of the 
district advanced, a time would arrive 
when more than a hundred quarters 
would be necessary to feed it. We 
must suppose that there is no access 
to any foreign supply. By the hypo- 
thesis, no more than a hundred quarters 
can be produced in the district, unless 
by either bringing worse land into cul- 
tivation, or altering the system of 
culture to a more expensive oUe. 
Neither of these things will be done 
without a rise in price. This rise of 
price will gradually be brought about 
by the increasing demand. So long 
as the price has risen, but not risen 
enough to repay with the ordinary 
profit the cost of producing an addi- 
tional quantity, the increased value of 
the limited supply partakes of the 
nature of a scarcity value. Suppose 
that it will not answer to cultivate the 
second best land, or land of the second 
degree of remoteness, for a less return 
than 205. the quarter ; and that this 
price is also necessary to remunerate 
the expensive operations by which an 
increased produce might be raised 
from land of the first quality. If so, 
the price vdll rise, through the increased 
demand, until it reaches 255. That 
will now be the natural price; being 
the price without which the quantity, 
for which society has a demand at 
that price, will not be produced. At 
that price, however, society can go on 
for some time longer ; could go on 
perhaps for ever, if population did not 
increase. The price, having attained 
that point, will not again permanently 


BOOKHL GHAPTEBV. § 2. 


286 

recede (tliougli it may fall temporarily 
from accidental abundance); nor will 
it advance further, so long as society 
can obtain the supply it requires, with- 
out a second increase of the cost of 
production. . , . 

I have made use of Trice in this 
reasoning, as a convenient symbol of 
Value, from the greater familiarity of 
the idea ; and I shall continue to do 
so as far as may appear to he necessary. 

In the case supposed, different por- 
tions of the supply of com have dif- 
ferent costs of production. Though 
the 20, or '50, or 150 quarters addi- 
tional have been produced at a cost | 
proportional to 25s., the original hun- i 
dred quarters per annum are still pro- 
duced at a cost only proportional to 
20s. This is self-evident, if the original 
and the additional supply are produced 
on different qualities of land. It is 
equally true if they are produced on 
the same land. Suppose that land of- 
the best quality, which produced 100 
quarters at 20s., has been made to 
produce 150 hy an expensive process, 
which it would not answer to under- 
take without a price of 25s. The cost 
which requires 25s. is incurred for the 
sake of 50 quarters alone : the first 
hundred might have continued for ever 
to be produced at the original cost, 
and with the benefit, on that quantity, 
of the whole rise of price caused by 
the increased demand: no one, there- 
fore, will incur the additional expense 
for the sake of the additional fifty, 
unless they alone will pay for the 
whole of it. The fifty, therefore, will 
he produced at their natural price, 
roportioned to the cost of their pro- 
uction: while the other hundred will 
now bring in 5s. a quarter more than 
their natural price — than the price 
corresponding to, and sufficing to re- 
munerate, their lower cost of pro- 
duction. 

If the production of any, even the 
smallest, portion of the supply, re- 
quires as a necessary condition a 
certain price, that price will be ob- 
tained for all the rest. We are not 
able to buy one loaf cheaper than 
another because the com from which, i 
it was made, being grown on a richer I 


soil, has cost less to the grower. The 
value, therefore, of an article (meaning 
its natural, which is the same with its 
average value) is detei-mined by the 
cost of that portion of the supply 
which is produced and brought to 
market at the greatest expense. This 
is the Law of Value of the third of 
the three classes into which all com- 
modities are divided. 

§ 2. If the portion of produce raised 
in the most unfavourable circumstances, 
obtains a value proportioned to its cost 
of production; ail the portions raised 
in more favourable circumstances, sell- 
ing as they must do at the. same value, 
obtain a value more than proportioned 
to their cost of production. Their value 
is not, correctly speaking, a scarcity 
value, for it is deteimined by the cir- 
cumstances of the production of the 
commodity, and not by the degree of 
dearness necessary for keeping down 
the demand to the level of a limited 
supply. The owners, however, of those 
portions of the produce enjoy a pri- 
vilege; they obtain a value which 
yields them more than the ordinary 
profit. If this advantage depends upon 
any special exemption, such as being 
free from a tax, or upon any personal 
advantages, physical or mental, or 
any peculiar process only known to 
themselves, or upon the possession of 
a greater capital than other people, 
or upon various other things which 
might be enumerated, they retain it to 
themselves as an extra gain, over and 
above the general profits of capital, of 
the nature, in some sort, of a monopoly 
profit. But when, as in the case 
which we are more particularly con- 
sidering, the advantage depends on 
the possession of a natural agent of 
peculiar quality, as, for instance, of 
more fertile land than that which 
I determines the general value of the 
commodity; and when this natural 
agent is not owned hy themselves ; 
the person who does own it, is able to 
exact from them, in the form of rent, 
the whole extra gain derived from its 
use. We are thus brought by another 
road to the Law of Rent, investigated 
in the concluding chapter of the Second 
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Book. Kent, we agam see, is tke 
difference between the unequal returns 
to different parts of the capital em- 
ployed on tbe soil. Whatever suiplus 
any portion of agricultural capital 
produces, beyond what is produced by 
the same amount of capital on the 
worst soil, or under the most expensive 
mode of cultivation, which the existing 
demands of society compel a recourse 
to *, that surplus will naturally be paid 
as rent from that capital, to the owner 
of the land on which it is employed. 

It was long thought by political 
economists, among the rest even by 
Adam Smith, that the produce of land 
2^ always at a monopoly value, because 
(they said) in addition to the ordinary 
rate of x’rofit, it always yields some- 
• thing further for rent. This we now 
see to be erroneous. A thing cannot 
be at a monopoly value, when its supply 
can be increased to an indefinite ex- 
tent if we are only willing to incur the 
cost. If no more corn than the exist- 
ing quantity is grown, it is because 
the value has not risen high enough to 
remunerate any one for growing it. 
Any land (not reserved for other uses, 
or for pleasure) which at the existing 
price, and by the existing processes, 
will yield the ordinary profit, is tole- 
rably certain, unless some artificial 
hindrance intervenes, to be cultivated, 
although nothing may be left for rent. 
As long as there is any land fit for 
cultivation, which at the existing price 
cannot be profitably cultivated at all, 
there must be some land a little better, 
which will yield the ordinary profit, 
but allow nothing for rent: and that 
land, if wdthin the boundary of a farm, 
will be cultivated by the farmer; if 
not so, probably by the proprietor, or 
by some other person on sufferance. 
Some such land at least, under culti- 
vation, there can scarcely fail to be. 

Bent, therefore, forms no part of the 
cost of production which determines 
the value of agricultural produce. 
Circumstances no doubt may be con- 
ceived in which it might do so, and 
very largely too. We can imagine 
a country so fully peopled, and wfitli all 
its cultivable soil so completely occu- 
pied, that to produce any ad&tional 
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quantity would require more labour 
than the produce would feed: and if 
we suppose, this to be the condition of 
the whole world, or of a country de- 
barred from foreign supply, then, if 
population continued increasing, both 
the land and its produce would ideally 
rise to a monopoly or scarcity price. 
But this state of things never can have 
really existed anywhere, unless pos- 
sibly in some small island cut off from 
the rest of the world ; nor is there any 
danger whatever that it should exist. 
It certainly exists in no known region 
at present. Monopoly, we have seen, 
can take effect on value, only through 
limitation of supply. In all countries 
of any extent there is more, cultivable 
land than is yet cultivated : and while 
there is any such surplus, it is the 
same thing, so far as that quality of 
land is concerned, as if there were an. 
indefinite quantity. What is prac- 
tically limited in supply is only the 
better qualities ; and even for those, so 
much rent cannot be demanded as 
would bring in the competition of the 
lands not yet in cultivation ; the rent 
of a piece of land must be somewhat 
less than the whole excess of its pro- 
ductiveness over that of the best land 
which it is not yet profilable to cul- 
tivate ; that is, it must be about equal 
to the excess above the worst land 
which it is profitable to cultivate. The 
land or the capital most unfavourably 
circumstanced among those actually 
employed, pays no rent ; and that land 
or capital determines the cost of pro- 
duction which regulates the value of 
the whole produce. Thus rent is, as 
we have already seen, no cause of value, 
hut^the price of the privilege which 
the inequality of the returns to different 
portions of agiicultural produce confers 
on all except the least favoured portion, 
Bent, in short, merely equalizes the 
profits of different farming capitals, by 
enabling tbe landlord to appropriate 
all extra gains occasioned by supe- 
riority of natural advantages. If all 
landlords were unanimously to forego 
their rent, they would but trans'er it 
to the farmers, without benefiting the 
consumer ; for the existing price of 
corn would still be an indispensable 
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condition of flie production of part of 
the existing supply, and if a part 
obtained that price tlie wbole would 
obtain it. Bent, therefore, unless 
artificially increased by restrictive 
laws, is no burthen on the consumer; 
it does not raise the price of corn, and 
is no otherwise a detriment to the 
public, than inasmuch as if the state had 
retained it, or imposed an equivalent 
in the shape of a land-tax, it would 
then have been a fund applicable to 
general instead of private advantage. 

§ 3, Agricultural productions are 
not tbe only commodities wbich have 
several different costs of production at 
once, and which, -in consequence of 
that difference, and in proportion to it, 
afford a i^ent. Mines are also an in- 
stance. Almost all kinds of raw material 
extracted from the interior of the earth 
— metals, coals, precious , stones, &c., 
ai'e obtained from mines differing con- 
siderably in fertility, that is, yielding 
very different quantities of tbe product 
to tbe same quantity of labour and 
capital. This being the case, it is an 
obvious question, wliy are not the most 
fertile mines so worked as to supply 
the whole market ? Ko such question 
can arise as to land ; it being self- 
evident, that the most fertile lands 
could not possibly he made to supply 
the whole demand of a fully-peopled 
country; and even of what they do 
yield, a part is extorted from them by 
a labour and outlay as great as that 
required to grow the same amount on 
worse land. But it is not so with 
mines ; at least, not universally. There 
are, perhaps, cases in which it is im- 
possible to extract from a particular 
vein, in a given time, more than a 
certain quantity of ore, because there 
is oqly a limited surface of the vein 
exposed, on which more than a certain 
number of labourers cannot he simul- 
taneously employed. But this is not 
true of all mines. In collieries, for 
example, some other cause of limita- 
tion must he sought for. In some 
instances the ownei*s limit the quan- 
tity raised, in order not too rapidly to 
exhaust the mine : in others there are 
said to be combinations of owners, to 


keep iip a monopoly price by limiting 
the production. "Whatever be the 
causes, it is a fact that mines of dif- 
ferent degrees of richness are in opera- 
tion, and since the value of the pro- 
duce must he proportional to the cost 
of production at the worst mine (fer- 
tility and situation taken together), it 
is more than proportional to that of 
the best. All mines superior in pro- 
duce to the worst actually worked, will 
yield, therefore, a rent equal to the 
excess. They may yield more; and 
the worst mine may itself yield a rent. 
Mines being comparatively few, their 
qualities do not graduate gently into 
one another, as, the qualities of land 
do ; and the demand may he such as to 
keep the value of the produce con- 
siderably above the cost of production' 
at the worst mine now worked, with- 
out being sufficient to bring into opera- 
tion a still worse. During the interval, 
the produce is really at a scarcity 
value. 

Fisheries are another example. Fish- 
eries in the open sea are not ajppro- 
priated, but fisheries in lakes or rivers 
almost always are so, and likewise 
oyster-beds or other particular fishing 
grounds on coasts. We may take 
salmon fisheries as an example of the 
whole class. Some rivers are far more 
productive in salmon than others. 
Kone, however, without being ex- 
hausted, can supply more than a very 
limited demand. The demand of a 
country like England can only be sup- 
plied by taking salmon from many 
different rivers of unequal productive- 
ness, and the value must be siifficient 
to repay the cost of obtaining the fish 
from the least productive of these. All 
others, therefore, will if appropriated 
afford a rent equal to the value of their 
superiority. Much higher than this it 
cannot he, if there are salmon rivers 
accessible which from distance or in- 
ferior productiveness have not yet con- 
tributed to supply the market. If 
there are not, the value, doubtless, may 
rise to a scarcity rate, and the worst 
fisheries in. use may then yield a con- 
siderable rent. 

Both in the case of mines and of 
fisheries, the natmal order of events ia 
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liaWe to 1)6 inteiTupted by tlie opening 
of a new mine, or a new fishery, of 
superior quality to some of those 
already in use. The first effect of such 
an incident is an increase of the supply; 
which of course lowers the value to 
call forth an increased demand. This 
reduced value may be no longer suf- 
ficient to remunerate the worst of the 
existing mines or fisheries, and these 
may consequently be abandoned. If 
the superior mines or fisheries, with 
the addition of the one newly opened, 
produce as much of the commodity as 
is required at the lower value corre- 
sponding to their lower cost of produc- 
tion, the fall of value will he permanent, 
and there will he a corresponding fall 
in the rents of those mines or fisheries 
which are not abandoned. In this 
case, when things have permanently 
adjusted themselves, Tthe result will be, 
that the scale of qualities which supply 
the market will have been cut short at 
the lower end, while a new insertion 
will have been made in the scale at 
some point higher up ; and the worst 
mine or' fishery in use — the one which 
regulates the rents of the superior 
qualities and the value of the com- 
modity — ^will be a mine or fishery of 
better quality than that by which 
they were previously regulated. 

Land is used for other purposes 
than agriculture, especially for resi- 
dence; and when so used, yields a 
rent, determined by principles similar 
to those already laid down. The 
ground rent of a building, and the rent 
of a garden or park attached to it, will 
not be less than the rent which the 
same land would afford in agriculture : 
but may be greater than this to an 
indefinite amount: the surplus being 
either in consideration of beauty or of 
convenience, the convenience often 
consisting in superior facilities for 
ecuniary gain. Sites of remarkable 
eauty are generally limited in supply, 
and therefore, if in great^demand, are 
at a scarcity value. Sites superior 
only in convenience, are governed as to 
their value by the ordinary principles 
of rent. The ground rent of a house 
in a small village is but little higher 
than the rent of a similar patch of 
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ground in the open fields : hut that of 
a shop in Cheapside will exceed these,, 
by the whole amount at which people 
estimate the superior facilities ofmoney-» 
making in the more crowded place.- 
The rents of wharfage, dock and 
harbour room, water-power, and many 
other privileges, may be analysed on 
similar principles. 

§ 4. Cases of extra profit analogous* 
to rent, are more frequent in the transi- 
actions of industry than is sometimes 
supposed. Take the case, for. example, 
of a patent, or exclusive privilege fox' 
the use of a process by which cost of 
production is lessened. If the value of 
the product continues to he regulated 
by what it costs to those who are 
obliged to persist in the old process, 
the patentee will make an extra profit 
equal to the advantage which his pro- 
cess possesses over theirs. This extra 
profit is essentially similar to rent, and. 
sometimes even assumes the form' of 
it; the patentee allowing to other pro- 
ducers the use of his privilege, in con- 
sideration of an annual payment. So- 
long as he, and those whom he asso- 
ciates in the privilege, do not produce 
enough to supj^ly the whole market, so 
long the original cost of production, 
being the necessary condition of pro- 
ducing a part, will regulate the value 
of the whole ; and the patentee will he 
enabled to keep up his rent to a full 
equivalent for the advantage which 
his process gives him. In the com- 
mencement indeed he will probably 
forego a part of this advantage for the 
sake of underselling others : the in- 
creased supply .which he brings for- 
ward will lower the value, and make 
the trade a had one for those who do 
not share in the privilege : many of 
tvhom therefore will gradually retirey 
or restrict their operations, or enter 
into arrangements with the patentee. 
As his supply increases theirs will 
diminish, the value meanwhile con- 
tinuing slightly depressed. But if he 
stops short in his operations before the 
market is wholly supplied by the new 
process, things will again adjust them- 
selves to what was the natural value 
before the invention was made, and 
U ■ 
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tlie benefit of tbe improvement will 
accnie solely to tbe patentee. 

Tbe extra gains wbicb any producer 
or dealer obtains tbrongb superior ta- 
lents for business, or superior business 
agrangements, are very mucb of a. 
similar kind. If all bis competitors 
bad tbe same advantages, and used 
them, tbe benefit Would be transferred 
to tbeir customers, tbrongb tbe dimi- 
nisbed value of tbe article : be only 
retains it for bimself because be is 
able to bring bis commodity to market 
-at a lower cost, while its value is deter- 
:mined by a higher. All ' advantages, 
in fact, wbicb one competitor has over 
another, whether natural or acquired, 
whether personal or the result of social 
arrangements, bring tbe commodity, so 
fm:, into tbe Third Class, and assimilate 
the possessor of the advantage to a 
receiver of rent. Wages and profits 
represent tbe universal elements in 
production, while rent may be taken 
to represent tbe differential and pecu- 
liar : any difference in favour of certain 
producers, or in favour of production in 
certain circumstances, being the source 
of a gain, wbicb, though not called 


rent nnless paid periodically by one 
person to another, is governed by laws 
entirely the same wutb it. Tbe price 
paid for a differential advantage in 
producing a commodity, cannot enter 
into the general cost of production of 
tbe commodity. 

A commodity^ may, no doubt, in 
some contingencies, yield a rent even 
nnder the most disadvantageous cir- 
cumstances of its production ; but only 
when it is, for the time, in the condi- 
tion of those commodities wbicb are 
absolutely limited in supply, and is 
tberefoi'e selling at a scarcity value ; 
which never is, nor has been, nor can 
be, a permanent condition of any of the 
great rent-yielding commodities : un- 
less tbrougii tbeh approaching exhaus- 
tion, if they are mineral products (coal, 
for example), or through an increase of 
population, continuing after a. further 
increase of production becomes im- 
possible; a contingency, which the 
almost inentahle progress of human 
culture and improvement in the long 
inteival which has first to elapse, for- 
bids us to consider as probable. 
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§ 1. We have now attained a favour- 
able point for looking back, and taking 
a simultaneous view of the space wbicb 
we have traversed since tbe commence- 
ment of the present Book. The 
following are the principles of the 
theory of Yalue, so far as we have yet 
ascertained them. 

L Yalue is a relative teim. The 
value of a thing means the quantity of 
some other thing, or of things in 
-general, wbicb it exchanges for. ‘The 
Values of all things can never, there- 
, fee, rise or fall simultaneously. There 
% no such thing as a general rise or a 
:generalfall of values. Every rise of va- 
-lue sappoacaa faUj acd every fall a rise . 

IL The tenrpomry or market. value 


of a thing depends on the demand and 
supply; rising as the demand rises,, 
and falling as the supply rises. The 
demand, howeves, varies with the 
value, being generally greater when 
the thing is cheap than when it is 
dear; and the value always adjusts 
itself in such a manner, that the demand 
is equal to the supply. 

III. Besides their temporary value, 
things have also a permanent, or as it 
may he called, a Natural Value, to 
which the market value, after every 
variation, always tends to retiira ; and 
the oscillations compensate for one 
another, so that, on the average, com- 
modities exchange at about their natural 
value. 
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ly. The natural value of some things 
'is a scarcity value ; but most' things 
naturally exchange for one another in 
the I'atio of their cost of production, or at 
what may be termed their Cost Value. 

V. The things which are naturally 
and permanently at a scarcity value, 
are those of which the supply cannot 
be increased at all, or not sufficiently 
to satisfy the whole of the demand 
which would exist for them at their 
cost value. 

VI. A monopoly value means a 
scarcity value. Monopoly cannot give 
a value to anything^ except through a 
limitation of the supply. 

VII. Every conmiodity of which the 
supply can be indefinitely increased by 
labour and capital, exchanges for other 
things proportionally to the cost neces- 
sary for producing and bringing to 
market the most costly portion of the 
supply required. The natural value is 
synonymous with the Cost Value, and 
the cost value of a thing, means the cost 
value of the most costly portion of it. 

VIII. Cost of Production consists of 
several elements, some of which are 
constant and universal, . others occa- 
sional. The universal elements of 
■cost of production are, the wages of the 
labour, and the profits of the capital. 
The occasional elements are, taxes, 
and any extra cost occasioned by a. 
scarcity value of some of the requisites. 

IX. Eent is not an element in the 
cost of production of the commodity 
which jdelds it : except in the cases, 
(rather conceivable than actually exist- 
ing) in which it results from, and repre- 
sents, a scarcity value. But when 
land capable of yielding rent in 
culture is applied to some other pur- 
pose, the rent which it would have 
yielded is an element in the cost of pro- 
duction of the commodity which it is 
employed to produce. 

X. Omitting the occasional elements; 
things which admit of indefinite in- 
crease, naturally and permanently ex- 
change for each other according to the 
comparative amount of wages which 
must be paid for producing them, and 
the comparative amount of pi*ofits 
which must be obtained by the capi- 
talists who pay those wages. 


XI:: The comparative amount of 
Wages does not depend on what wages 
are in' themselves. High wages do 
not make high values, nor low wages 
low values. The comparative ' amoun t 
of wages depends partly on the com- 
parative quantities of labour required, 
and partly on the comparative rates of 
its I'emuneratioii. 

XII. So, the comparative rate of 
profits does not depend on what profits 
are in themselves ; nor do high or low 
profits make high or low values. It 
depends partly on the’ comparative 
lengths of time during which the capital 
is employed, and partly on the com- 
parative rate of profits in different em 
ployments. 

Xni. If two things are made by the 
same quantity of labour, and that labour 
paid at the sarne rate, and if the wages 
of the labom’er hare to he advanced 
for the same space of time, and tlic 
nature of the employment does not 
require that there he a permanent 
difference in tbeir rate of profit ; then, 
whether wages and profits he high or 
low, and whether the quantity of labour 
expended be much or little, these two 
things will, on the average, exchange’ 
for one another. * 

XIV. If one of the two things com- 
mands, on the average, a greater value 
than the other, the cause must be that 
it requires for its production either a 
greater quantity of labour, or a kind of 
labour permanently paid at a higlief 
rate ; or that the capital, or part oi:’ the 
capital, which supports that laboiii’, 
must be advanced for a longer period ; 
or lastly, that the production is attended 
with some circumstance which requires 
to be compensated by a permanently 
higher rate of profit. 

XV. Of these elements, the quantit,y 
of lahout required for the production is 
the most important ; the effect of the 
others is smaller, though none of them 
are insignificant. 

XVI. The lower profits are, the less 
important become the minor elements 
of cost of production, and the less do 
commodities deviate from a value pro- 
portioned to the quantit}'- and quality 
of the laboim required for tlieir pro- 
duction. 

U2 
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XVII. But every fall of profits lowers, 
in some degree, tlie cost value of tHngs 
made with mucli or duraHe machinery, 
and raises that of things made hy 
hand ; and every rise of profits does 
the revei-se. 

§ 2. Such is the general theory of 
Exchange Value. It is necessary, 
however, to remarh that tliis theoiy 
contemplates a system of production 
carried on by capitalists for profit, 
and not by labourers for subsistence.- 
In proportion as we admit this last 
supposition — and in most countries 
we must admit it, at least in re- 
spect of agricultural produce, to a 
very great extent — such of the pre- 
ceding theorems as relate .to the de- 
pendence of value on cost of produc- 
tion will req^uire modification. Those 
theorems are all gi'ounded on the sup- 
position, that the produceris object 
and aim is to derive a profit from 
his capital. This granted, it follows 
that he must sell his commodity at 
the price which will afford ' the ordi- 
nary rate of profit, that is to say,^ it 
must exchange for other commodities 
at its cost value. But the peasant 
proprietor, the metayer, and even the 
peasant-fanner or allotment-holder — 
the labourer, under whatever name, pro- 
ducing on his own account — is seeking, 
not an investment for his little capital, 
but an advantageous employment for 
his time and labour. His dishurse- 
ments, beyond his own maintenance 
and that of his family, are so small, 
that nearly the whole proceeds of the 
sale of the produce are wages of labour. 
When he and his family have been 
fed from the produce of the farm (and 
perhaps clothed with materials grown 
thereon, and manufactured in the 
family) he may, in respect of the sup- 
plementary remuneration derived from 
the sale of the surplus produce, he 
compared to those labourers who, de- 
riving their subsistence from an in- 
dependent source, can afford to sell 
their labour at any price which is to 
their minds worth the exertion. A 
peasant, who supports himself and his 
family with one portion of his produce, 
will often sellthe remainder very much 


below what would he its cost value to. 
the capitalist. 

There is, however, even in thi^ case; 
a minimum, or inferior limit, of value. 
The produce which he carries to market, 
must bring in to him the value of 
all necessaries which he is compelled 
to purchase ; and it must enable him 
to pay his rent. Kent, under peasant 
cultivation, is not governed by the 
principles set forth in the chapters 
immediately preceding, hut is either 
determined hy custom, as in the case 
of metayers, or, if fixed by competition, 
depends on the ratio of population to 
land. Kent, therefore, in this case, is 
an element of cost of production. The 
easant must work until he has cleared 
is rent and the price of all purchased 
necessaries. After this, he will go on 
working only if he can sell the produce 
for such a price as ■vvill overcome his 
aversion to labour. 

The minimum just mentioned is 
what the peasant must obtain in ex- 
change for the whole of his surplus 
produce. But inasmuch as this surplus 
is not a fixed quantity, hut may he. 
either greater or less according to the 
degree of his industry, a minimum 
value for the wliole of it does not give 
any minimum value for a definite 
quantity of the commodity. In this 
state of things, therefore, it can hardly 
be said, that the value depends at all 
on cost of production. It depends 
entirely on demand and supply, tliat is, 
on the proportion between the quantity 
of surplus food which the peasants 
choose to produce, and the numbers of 
the non-agricultural, or rather of the 
non-peasant population. If the buying 
class were numerous and the growing 
class lazy, food might he permanently 
at a scarcity price. I am not aware 
that this case has anywhere a real 
existence. If the growing class is 
energetic and industrious, and the 
buyers few, food wdll be extremely 
cheap. This also is a rare case, though 
some parts of France perhaps approxi- 
mate to it. The common cases are, 
either that, as in Ireland until lately, 
the peasant class is indolent and the 
buyers few, or the peasants industrious 
and the towm population numerous and 
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opulent, as in Belgium, tlie north of 
Italy, and parts of Germany, The 
price of the produce will adjust itself 
to these vaneties of circumstances, un- 
less modified, as in many cases it is, 
l3y the competition of producers who 
are not peasants, or hy the prices of 
foreign markets. , 

§ 3. Another anomalous case is that 
of slave-grown produce ; which pre- 
sents, however, by no means the same 
degree of complication. The slave- 
owner is a capitalist, and his induce- 
ment to production consists in a profit 
on his capital. This profit must amount 
to the ordinary rate. In respect to his 
expenses, he is in the same position as 
if his slaves were free labourers working 
with their present efficiency, and were 
hired with wages equal to their present 
cost. If the cost is less in proportion 
to the work done, than the wages of 
free labour would be, so much the 
greater are his profits : but if all other 
producers in the country possess the 
same advantage, the values of com- 


modities will not be at all affected hy 
it. The only case in which they can 
be affected, is when the privilege of 
cheap labour is confined to particular 
branches of production, free labourers 
at proportionally higher wages being 
employed in the remainder. In this 
case, as in all cases of permanent in- 
equality between the wages of different 
employments, prices and values receive 
the impress of the inequality. Slave- 
grown will exchange for non-slave- 
grown commodities in a less ratio than 
that of the quantity of labour required 
for their production ; the value of the 
former will he less, of the latter greater, 
than if slavery did not exist. 

The further adaptation of the theory 
of value to the varieties of existing or 
possible industrial systems may be deft 
with great advantage to the Intelligent 
reader. It is well said by Montesquieu, 
“It is not always advisable so com- 
pletely to exhaust a subject, as to leave, 
nothing to be done by the reader. The 
important thing is not to be read, hut 
to excite the reader to thought.^’* 


CHAPTEB yn. 

OP MONET. 


§ 1. Having- proceeded thus far in 
ascertaining the general laws of Value, 
without introducing the idea of money 
(except occasionally for illustration), 
it is time that we should now superadd 
that idea, and consider in what man- 
ner the principles of the mutual inter- 
change of commodities are afiected by 
the use of what is termed a Medium of 
Exchange. 

In order to understand the manifold 
fanctions of a Circulating Medium, 
there is no better way tlian to con- 
sider what are the principal incon- 
veniences which we should experience 
if we had not such a medium. The 
lirst and most obvious would he the 
want of a common measure for values 
'bf different sorts. If a tailor had only 
coats, and wanted to buy bread or a 


horse, it would be very troublesome to 
ascertain how much bread he ought to 
obtain for a coat, or how many coats 
he should give for a horse. The calcu- 
lation must he recommenced on dif- 
ferent data, every time he bartered his 
coat for a different kind of article j 
and there could he no current price, or 
regular quotations of value. Whereas 
now each thing has a current price in 
money, and he gets over all difficulties 
by reckoning his coat at U, or 5Z., and 
a four-pound loaf at 6c?. or Id. As it 
is much easier to compare different 
lengths by expressing them in a com- 
mon language of feet and inches, so it 
is much easier to compare values by 
means of a common language of 
pounds, shillings, and pence. In no 
* Spirit of Laws^ conclusion of book xi. 
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otTier way can values be arranged one 
above another in a scale ; in no other 
can a person conveniently calculate 
the sum of his possessions; and it is 
easier to ascertain and remember the 
relations of many things to one thing, 
than their innumerable cross relations 
with one another. This advantage of 
having a common language in which 
values may he expressed, is, even by 
itself, so important, that some such 
mode of expressing and computing 
them would probably he used even if a 
pound or^ a shilling did not express 
any real thing, hut a mere unit of cal- 
culation. It is said that there are 
African tribes in which this somewhat 
artificial contrivance actually prevails. 
They calculate the value of things in 
a sort of money of account, called ma- 
cutes. They say, one thing is worth 
ten macutes, another fifteen, another 
twenty.* There is no real thing 
called a macute : it is a conventional 
unit, for the more convenient com- 
paiiKSon of things with one another. 

This advantage, however, forms hut 
an inconsiderable part of the econo- 
mical benefits derived from the use of 
money. The inconveniences of barter 
are so great, that without some more 
commodious means of effecting ex- 
changes, the division of employments 
could hardly have been carried to any 
considerable extent. A tailor, wlio 
had nothing hut coats, might starve 
before he could find any person having 
bread to sell who wanted a coat : be- 
sides, he would not want as much 
bread at a time as would be worth a 
coat, and the coat could not be divided. 
Every person, therefore, would at all 
times hasten to dispose of his com- 
modity in exchange for anything which, 
though it might not be fitted to his 
own immediate wants, was in great and 
general demand, and easily divisible, 
so that he might he sure of being 
able to purchase with it whatever was 
offered for sale. The pidmary neces- 
saries of life possess these properties 
in a high de^ee. Bread is extremely 
divisible, and an object of universal 
desire. Still, this is not the sort of 

* Montesquieu, Spirit of Xatost bcwk xxji. 
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thing required ; for, of food; unless 
in expectation of a scarcity, no one 
wishes to possess more at once, than 
is wanted for immediate consumption ; 
eo that a person is never sure of find- 
ing an immediate purchaser for articles 
of food: and unless soon disposed of, 
most of them perish. The thing which 
people would select to keep by them for 
making purchases, must be one which, 
besides being divisible, and generally 
desired, does not deteriorate by keep- 
ing. This reduces the choice to a 
small number of articles. 

§ 2. By a tacit concurrence, almost 
all nations, at a very early period, 
fixed upon certain metals, and espe- 
cially gold and silver, to serve this 
pui-pose. K 0 other substances unite the 
necessary qualities in so great a degree, 
with so many subordinate advantages. 
Hext to food and clothing, and in 
some climates even before clothing, the 
strongest inclination in a rude state of 
society is for personal ornament, and 
for the kind of distinction which is 
obtained by rarity or costliness in such 
ornaments. After the immediate neces- 
sities of life were satisfied, every one 
was eager to accumulate as great a store 
as possible of things at once costly and 
ornamental ; which were chiefly gold, 
silver, and. jewels. These were the 
■fhings which it most pleased every 
one to possess, and which there was 
most certainty of finding others willing 
to receive in exchange for any kind of 
produce. They were among the most 
imperishable of all substances. They 
were also portable, and containing great 
value in small hulk, were oasifyhid: 
a consideration of much importance in 
an age of insecurity. Jewels are infe- 
rior to gold and sil ver in the quality of 
divisibility; and are of very various, 
qualities, not to be accurately discri- 
minated without great trouble. Gold 
and silver are eminently divisible, and 
when pure, always of the same quality ; 
and their purity may be asoertaihed; 
and certified by a public authority. 

Accordingly, though furs have been 
employed as liioney in some countries, 
cattle in others, m Ghinese Tartaiy 
cuhes of tea closely pressed together^ 
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the shells called cowries on the coast 
of Western Africa, and in Abyssima 
at this day blocks of rock salt ; though 
even of metals, the less ^costly have 
sometimes been chosen, as iron in Lace- 
daemon from an ascetic polic;^, copper 
in the early Eoman republic irom^ the 
poverty of the people ; gold and silver 
have been generally preferred by na- 
tions which ’were able to obtain them, 
either by industry, commerce,^ or con- 
i|uest. To the qualities which ori- 
ginally recommended them, another 
came to be added, the , importance of 
which only unfolded itself by degrees. 
Of all commodities, they are among 
the least influenced by any of the 
causes which produce fluctuations of 
value. No commodity is quite free 
from such fluctuations. Gold and silver 
have sustained, since the beginning of 
history, one great permanent altera- 
tion of value, from the discovery of 
the American mines: and some tem- 
porary variations, such as that which, 
in the last great war, was produced by 
the absorption of the metals in hoards, 
and in the military chests of the im- 
mense armies constantly in the field. 
In the present age the opening of new 
sources of supply, so abundant as the 
Ural Mountains, California, and Aus- 
tralia, may be the commencement ^of 
another period of decline, on the limits 
of which it would he useless at present 
to speculate. But on the whole, no com- 
modities are so little exposed to causes 
of variation. They fluctuate less than 
almost any other things in their cost 
of production. And from their dura- 
bility, the total quantity in existence 
is at all times so great in proportion to 
the annual supply, that^ the effect on 
value even of a change in the cost of 
production is not sudden : a veiy long 
time being required to diniinish mate- 
rially the quantit;^ in existence, and 
even to increase it very greatljr not 
being a rapid process. Gold and silver, 
therefore, are more fit than any other 
commodity to be the subject of engage- 
ments for receiving or paying a given 
quantity at some distant period. If 
the engagement were made in com, 
a failure of crops might increase the 
burthen of the payment in one year 


to fourfold what was intended, or an 
exuberant harvest sink it in anothei' 
to one-fourth. If stipulated, in cloth, 
some manufacturing invention might 
permanently reduce the payment to a 
tenth of its original value. Such tliing-s 
have occurred evenin the case of pay- 
ments stipulated in gold and silver ; hut 
the great fall of thek value after the dis- 
covery of AmeriCia, is, as yet, the only 
authenticated instance; and in this 
case the change was extremely gra- 
dual, being spread over a period of 
many years. 

When gold and silver had become 
virtually a medium of exchange, by 
becoming the things for which people 
generally -sold, and with which they 
generally bought, whatever they had 
to sell or buy ; the contrivance of coin- 
ing obviously suggested itself. ^By this 
process the metal was di'vided into con- 
venient portions, of any degree of small- 
ness, and bearing a recognised propor- 
tion to one another; and the trouble 
was saved of weighing and assaying 
at every change of possessors, an in- 
convenience which on the occasion of 
small purchases would soon have 
become insupportable. Governments 
found it their interest to take the 
operation into their own hands, and to 
interdict all coining by private persons ; 
indeed, their guarantee was often the 
only one which would have been re- 
lied on, a reliance however which very 
often it ill deserved ; profligate govern- 
ments having until a very modern 
period seldom scrupled, for the sake of 
robbing their creditors, to confer on 
all other debtors a licence to rob theirs, 
by the shallow and impudent artifice 
of lowering the standard; that least 
covert of all modes of knavery, which 
consists in calling a shilling a pound, 
that a debt of a hundred pounds may 
he cancelled by the payment of a hun- 
dred shillings. It would have been as 
simple a plan, and would bave answered 
the purpose as well, to have enacted 
that** a hundred” should always he in- 
terpreted to mean five, which would 
have effected the same reduction in all 
pecuniary contracts, and would not 
have been at all more shameless. Such 
strokes of policy have not wholly 
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-ceased to be recommended, but they 
Iiave ceased to be practised; except 
•occasionally througli tbe medium of 
paper money, in wLicli case tbe cba- 
i-acter of tne transaction, from tbe 
greater obscurity of tbe subject, is a 
little less barefaced. 

§ 3. Money, when its use bas grown 
habitual, is tbe medium tbrougb wbicb 
tbe incomes of tbe different members 
of tbe community are distributed to 
them, and tbe measure by wbicb they 
estimate tbeir possessions. As it is 
always by means of money that people 
provide for tbeir different necessities, 
there grows up in tbeir minds a power- 
ful association leading them to regard 
money as wealth in a more pecSiar 
sense than any other article ; and even 
tbose who pass tbeir lives in the pro- 
duction of the most useful objects, ac- 
quire tbe habit of regarding tbose ob- 
jects as chiefly important by tbeir 
capacity of being exchanged for money. 
A person who parts with money to 
obtain commodities, unless he intends 
to sell them, appears to tbe imagina- 
tion to be mating a worse bargain than 
a person who parts with commodities 
to get money; tbe one seems to be 
spending bis means, tbe other adding 
to them. Illusions wbicb, though now 
dn some measure dispelled, were long 
powerful enough to overmaster tbe 
mind of every politician, both specula- 
tive and practical, in Europe. 

It must be evident, however, that 
the mere introduction of a particular 
mode of exchanging things for one 
another, by first exchanging a thing 
for money, and then exchanging tbe 
money for something else, makes no. 
difference in tbe essential character of 
transactions. It is not with money 
that things are really purchased. No- 
body’s income (except that of tbe gold 
or silver miner) is derived from the 
precious metals. The pounds or shil- 
lings wbicb a person receives weekly 
or yearly, are not what constitutes bis 
income ; they are a sort of tickets or 
orders wbicb be can present for pay- 
ment at any shop be pleases, and which 
entitle him to receive a certain value 
of any commodity that be makes choice 


of. The farmer pays bis labo urers and 
bis landlord in these tickets, as the 
most convenient plan for himself and 
them; but tbeir real income is tbeir 
share of bis corn, cattle, and bay, and 
it makes no essential difference wnetber 
be distributes it to them directly, or 
sells it for them and gives them the 
price I but as they would have to sell* 
it for money if he did not, and as he 
is a seller at any rate, it best suits the 
purposes of all, that be should sell tbeir 
share along with bis own, and leave 
the labourers more leisure for work and 
tbe landlord for being idle. Tbe capi- 
talists, except those who are producers 
of tbe precious metals,, derive no part 
of their income from those metals, since 
they only get them by buying them 
with tbeir own produce : while all other 
persons have tbeir incomes paid to them 
by the capitalists, or by those who have 
received payment from the capitalists, 
and as the capitalists have notbin^, 
from tbe first, except their produce, it 
is that and nothing else which supplies 
all, incomes furnished by, them. There 
cannot, in short, be intrinsically a more 
insignificant thing, in the economy of 
society, than money ; except in the 
cbarackr of a contrivance for sparing 
tirne and labour. It is a machine for 
doing quickly and commodiously, w^hat 
would be done, though less quickly and 
commodiously, without it : and like 
many other kinds, of machinery, it 
only exerts a distinct and independent 
infiuence of its own when it gets out 
of order. 

The introduction of money does not 
interfere with the operation of any of 
the Laws of Value laid down in the 
preceding chapters. The reasons which 
make the temporary or market value 
of things depend on the demand and 
supply, and their average and perma- 
nent values upon theii’ cost of pro- 
duction, are as applicable to a money 
sy stem as to a system of barter. Things 
which by barter would exchange for 
one another, will, if sold for money, 
sell for an equal amount of it, and so 
will exchange for one another still, 
though the process of exchanging them 
will consist of two operations instead 
of . only one. Tjie relations of com- 
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modities to one another remain unal- 
tered by money : the only new relation 
introduced, is their relation to money 
itself ; how much or how little money 
they will exchange for ; in other , words, 
how the Exchange Value of money 
itself is determined. And this is not 
a question of any difficulty, when the 
illusion * is dispelled, which caused 
money to he looked upon' as a peculiar 
thing, not governed by the same laws 
as other things. Money is a commodity^ 
and its value is determined like that 
of other commodities, temporarily by 
demand and supply, permanently and i 
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on the average by cost of production. 
The illustration of these principles, con- 
sidered in their application to money, 
must be given in some detail, on ac- 
count of the confusion which, in minds 
not scientifically instructed on the sub- 
ject, envelopes the whole matter; partly 
from a lingering remnant of the old 
misleading associations, and partly from 
the mass of vapoury and hhseless spe- 
culation with which this, more than 
any other topic of political economy, 
has in latter times become surrounded. 
I shall therefore treat of the Value of 
Money in a chapter apart. 


CHAPTEK Vin. 

OF THE VALUE OP MONET, AS DEPENDENT ON DEMAND AND SUPPLY. 


§ 1. It. is unfortunate that in the 
very outset of the subject we have to 
clear from our path a formidable am- 
biguity of language. The Value of 
Money is to appearance an expression 
as precise, as free from possibility of 
misunderstanding, as any in science. 
The value of a thing, is what it will j 
exchange fof : the value of money, is l 
what money will exchange for ; the ' 
purchasing power of money. If prices ’ 
are low, money will buy much of other 
things, and is of high value ; if prices 
are high, it will , buy little of other 
things, and is of low value. The value 
of money is inversely as general prices : 
falling as they rise, and rising as they 
fall. 

But unhappily the same phrase is 
also employed, in the cun*ent language 
of commerce, in a very different sense. 
Money, which is so commonly under- 
stood as the synonyme of wealth, is 
more especially^ the term in use to 
denote it when it is the subject of bor- 
rowing. When C4ie person lends to 
another, as well as when he pays wages 
or rent to another, what he transfers is 
not the mere money, hut a right to a 
certain value of the produce of the 
ijountry, to he selected at pleasure ; the 
kiader having fii’st botght this right, 


by giving for it a portion of his capital. 
What he really lends is so much 
capital ; the money is the mere instru- 
ment of transfer. But the capital 
usually passes from the lender to the 
receiver through the means either of 
money, or of an order to receive money, 
and at any rate it is in money that 
the capital is computed and estimated. 
Hence, borrowing capital is universally 
called borrowing money;, the loan 
market is called the money market: 
those who have their capital disposable 
for investment on loan are called the 
monied class : and the equivalent given 
for the use of capital, or in other words, 
interest, is not only called the interest 
of money, hut, by a grosser peiversion 
of teims, the value of money. This 
misapplication of language, assisted by 
some fallacious appearances which we 
shall notice and clear up hereafter,* 
has created a general notion among 
persons in business, that the Value of 
Money, meaning the rate of interest, 
has an intimate connexion with the 
Value of Money in its proper sense, the 
value or purchasing power of the cir- 
culating medium. We shall return to 
this subject before long: at present it 
is enough to say, that by Value I shall 
* Infra, cli. xxUi. 
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alwa 3 rs mean Excliaage Vakie, and by 
money tbe medinm of excbange, not 
tlie capital which is passed from band 
to hand thi’ough that medium. 

§ 2. The value or purchasing power 
of money depends^ in the first instance, 
on demand and supply. But demand 
and supply, in relation to money, present 
themselves in a somewhat different 
shape from the demand and supply of 
other things. . 

The supply of a commodity means 
the quantity offered for sale. But it 
is not usual to speak of offering money 
for Side. People are not usually said 
to buy or sell money. This, however, 
k merely an accident of language. 
In point of fact, money is bought and 
sold like other things, whenever other 
things are bought and sold /or money. 
Whoever sells corn, or tallow, or cotton, 
buys money. Whoever buys bread, or 
wine, or clothes, sells money to the 
dealer in those articles. The money 
with which people are offering to buy, 
is money offered for sale. The supply 
of money, then, is the quantity of it 
which people are wanting 'to lay out ; 
that is, all the money they have in 
their possession, except what they are 
hoarding, or at least keeping by them 
as a reserve for future contingencies. 
The supply of money, in short, is all 
the money in circulation at the 
time. 

The demand for money, again, con- 
sists of all the goods offered for sale. 
Eveiy seller of goods is a buyer of 
money, and the goods he brings with 
him constitute his demand. The de- 
mand for money differs from the demand 
for mther things in this, that it is 
limited only by the means of the pur- 
chaser. The demand for other things 
is for so much and no more ; but there 
is always a demand for as much money 
as can he got. Persons may indeed 
refuse to sell, and withdraw their goods 
from the market, if they cannot get for 
them what they consider a sufficient 
price. But this is only when they think 
that the price will rise, and that they 
shall , get more money by waiting. Tf 
they thought the low price likely tohe 
permanent, they would take what they 


could get. It is always a sms qud nom 
with a dealer to dispose of Iris goods. 

As the whole of the goods in the 
market compose the demand for money, 
so the whole of the money constitutes 
the demand for goods. The money and 
the goods are seeking each other for 
the puiy ose of being exchanged. They 
are reciprocally supply and demand to^ 
one another. It is indifferent whether, 
in charaoterizing the phenomena, we 
speak of the demand and supply of 
goods, or the supply and the demand 
of money. They are equivalent 
pressions. 

We shall proceed to illustrate this 
proposition more fully. And in doing 
this, the reader will remark a great dif- 
ference between the class of questions 
which now occupy us, and those which 
we previously bad under discussion re- 
specting V allies. In considering V alne, 
we were only concerned with causes 
whicb acted upon particular commo- 
dities apart from the rest. Causes 
whicb affect all commodities alike, do 
not act upon values. But in consider- 
ing the^ relation between goods and 
money, it is with the causes that ope- 
rate upon all goods whatever, that 
we are especially concerned. We are 
comparing goods of all sorts on one 
side, with money on the o'ther side, as 
things to he exchanged against each, 
other. 

Suppose, ever 3 ^ 1 ring else being the 
same, that there is an increase in the 
quantity of money, say by the arrival 
of a foreigner in a place, with a treasure 
of gold and silver. When he commences, 
expending it (for this question it mat- 
ters not whether productively or unpro- 
ductively), he adds to the supply of 
money, and by the same act, to the 
demand for goods. Doubtless he adds, 
in the first instance, to the demand 
only for c ertain kinds of goods, namely, 
those which he selects for purchase ; he 
will immediately raise the price of 
those, and so far as lie is individually 
coneeriied, of those only. If he spends 
his funds in giving entertainments, he* 
wiil raise the prices of food and wine. 
If he expends them in establishing a. 
manufactory, he will raise the prices 
of labour and materials. But at the^ 
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liiglier- prices, more Dioney pass 
into the hands of the sellers of these 
dilferent articles ; and they, 'whether 
labourers or dealers, having more money 
to lay out, ■will create an increased de- 
mand for all the things which they are, 
accustomed to purchase : these aceord- 
ingly will rise in price, and so on 'until 
the rise has reached everything. I say 
everything, though it is of course pos- 
sible that the influx of money might 
take place through the medium of some 
new class of consumers, or in such a 
manner as to alter the proportions of 
dilferent classes of consumers to one 
another, so that a greater share of 
the national income than before would 
thenceforth be expended in some ar- 
ticles, and a smaller in others ; exactly 
as if a change had taken place in the 
tastes and wants of the community.^ If 
this were the case, then until production, 
had accommodated itself to this change 
in the comparative demand for different 
things, there would be a real alteration 
in values, and some things would rise 
in price more than others, while some 
perhaps would not rise at all. These 
effects, however, would evidently pro- 
ceed, not from the mere increase of 
money, but from accessoiy circum- 
stances attending it. We are now only 
called upon to consider what would be 
the effect of an increase of money, con- 
sidered by itself. S opposing the money 
in the hands of individuals to be in- 
creased, the wants and inclinations of 
the community collectively in respect 
to consumption remaining exactly the 
same ; the increase of demand would 
reach all things equally, and there 
would he an universal rise of prices. 
We might suppose with Hume, that 
some morning, every person in the 
nation should wake and find a gold 
coin in his pocket : 'this example, how-^ 
ever, would involve an alteration of the 
proportions in the demand for different 
commodities ; the luxuries of the poor 
wmuld, in the first instance, he i*aised in 
price, in a much greater degree than 
other things. Let us rather suppose, 
therefore, that to every pound, or shil- 
ling, or penny, in the possession of any 
one, another pound, shilling, or penny, 
were suddenly added. There would be 


an increased money demand, and con- 
sequently an increased money value, or 
price, for things of all sorts. This in- 
creased value would do no good to any 
one ; would make no difference, except 
that of having to reckon pounds, shil- 
lings, and pence, in higher numbers.. 
It would be an increase of values only 
as estimated in money, a thing only 
wanted to buy other things with ; and 
would not enable any one to buy more 
of them than before. Prices would have 
risen in a certain ratio, and the value 
of money would have fallen in the same 
ratio. 

It is to he remarked that this ratio 
would be precisely that in which the 
quantity of money had been increased. 
If the whole money in circulation was 
doubled, prices would be doubled. If it 
was only increased one-fourth, prices 
would rise one-fourth . There would be 
one-fourth more money, all of which 
would be used to purchase goods of 
some description. When there had 
been time for the increased supply of 
money to reach all markets, or (accord- 
ing to the conventional metaphor) to 
permeate all the channels of circulation, 
all prices would have risen one-fourth. 
But the general rise of price is inde- 
pendent of this diffusing and equaliz- 
ing process. Even if some prices were- 
raised more, and others less, the ave- 
rage rise would he one-fourth. This is^ 
a necessary consequence of the fact, 
that a fourth more money would have 
been given for only the same quantity 
of goods. General prices, therefore, 
would in any case be a fourth higher. 

The very same effect would he pro- 
duced on prices if we suppose the goods 
diminished, instead of the money in- 
creased : and the contrary effect if the • 
goods were increased, or the money 
diminished. If there were less money 
in the hands of the community, and the 
same amount of goods to he sold, less ' 
money altogether would he given for 
them, and they would he sold at lower 
prices ; lower, too, in the precise ratio 
in which the money was diminished. 
So that the value of money, other 
things being the same, varies inversely 
as its quantity; every increase of quan- 
tity lowering the value, and every 
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diminution raising it, in a ratio exactly : 
•equivalent. - j 

This, it must be observed, is a pro- i 
pertj peculiar to money. We did not 
find it to he true of commodities gene- 1 
rally, that every diminution of supply 
raised the value exactly in proportion 
to the deficiency, or that every increase 
lowered it in the q)recise ratio of the 
excess. ^ Some things are usually 
afiected in a greater ratio than that of 
the excess or deficiency, others usually 
in a less : because, in ordinary cases of 
demand, the desire, being for the thing 
itsell^ may be stronger or weaker ; and ■ 
the amount of what people are willing 
to expend on it, being in any case a 
limited quantity, may be affected in 
very unequal degrees by difficulty or 
facility of attainment. But in the case 
of money, ivhich is desired as the 
means of universal purchase, the de- 
mand consists of everything which 
q)eople have to sell ; and the only limit 
to what they are willing to give, is the 
'limit set by their having nothing more 
to offer. The whole of the goods being 
in any case exchanged for the whole of 
the money which comes into the market 
to he laid out, they will sell for less or 
more of it, exactly according as less or j 
more is brought. j 

§ 3. From what precedes, it might ! 
for a moment be supposed, that all the 
goods on sale in a country at any one 
time, are exchanged for all the money 
-existing and in circulation at that same 
time : or, in other words, that there is 
always in circulation in a country, a 
^quantity of money equal in value to 
.the whole of the goods then and there 
<on sale. But this would he a complete 
misapprehension. The money laid out 
is equal in value to the goods it pur- 
chases ; but the quantity of money laid 
out is not the same thing with the 
quantity in circulation. As the money 
.passes from hand to band, the same 
iece of money is laid out many times, 
efore all the things on sale at one 
time are purchased and finally removed 
from the market : and each pound or 
dollar must be counted for as many 
pounds or dollars, as the number of 
times it changes hands in order to 


effect this object. The greater part 
of the goods must also be counted more 
than once, not only because most things 
pass through the hands of several sets 
of manufacturers and dealers before 
they assume the form in which they 
are finally consumed, but because in 
times of speculation (and aU times are 
so, more or less) the same goods are 
often bought repeatedly, to be resold 
for a profit, • before they are bought 
for the purpose of consumption at an. 

If we assume the quantity of goods 
on sale, and the number of times those 
goods are resold, to he fixed quantities, 
the value of money will depend upon 
its quantity, together with the average 
number of times that each piece changes 
hands in the process. The whole of the 
goods sold (counting each resale of 
the same goods as so much added to 
the goods) have been exchanged for the 
whole of the money, multiplied by the 
number of purchases made on the avei’- 
age by each piece. Consequently, the 
amount of goods and of transactions 
being the same, the value of money is 
inversely as its quantity multiplied By 
what is called the rapidity of circula- 
tion. And the quantity of money in 
circulation, is equal to the money value 
of all the goods sold, divided by the 
number which expresses the rapidity of 
circulation. 

The phrase, rapidity of circulation, 
requires some comment. It must not 
he understood to mean, the number of 
purchases made by each piece of money 
in a given time. Time is not the thing 
to be considered. The state of society 
may he such, that each piece of money 
hardly performs more than one pur- 
chase in a year ; hut if this arise from 
the small number of transactions— from 
the small amount of business done, the 
want of activity in traffic, or because 
what traffic there is, mostly takes place 
by barter— it constitutes no reason why 
prices should be lower, or the value of 
money higher. The essential point is, 
not how often the same money changes 
hands in a given time, but how often 
it changes hands in order to perform a 
given amount of traffic. We must com- 
pare the number of purchases made by 
the money in a given time, not with 
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the time itself, hut ^-ith the goods sold 
in that ' same time. If each piece of 
money changes hands on an average 
ten times while goods are sold to the 
value of a million sterling, it is evident 
that the money required to circulate 
those goods is 100,000L And con- 
versely, if the money in circulation is 
.100,0002., and each piece changes 
hands hy the purchase of goods ten 
times in a month, the sales of goods 
for money which take place every 
month must amount on the average to 
1,000,0002. 

Eapidity of circulation being a phrase 
so ill adapted to express the only thing 
which it is of any importance to express 
by it, and having a tendency to con- 
fuse the subject by suggesting a mean- 
ing extremely different from the one 
intended, it would be a good thing if 
the phrase could be got rid of, and 
another substituted, more directly 
significant of the idea meant to be con- 
veyed. Some such expression as the 
eficiency of money,” though not un- 
exceptionable, would do better : as it 
would point attention to the quantity 
of work done, without suggesting the 
idea of estimating it by time. Until 
an appropriate term can be devised, we 
must be content, when ambiguity is to 
be apprehended, to express the idea by 
the circumlocution which alone conveys 
it adequately, namely, the average 
number of purchases made by each 
piece in order to effect a given pecu- 
niary amount of transactions. 

§ 4. The proposition which we have 
laid down respecting the. dependence 
of general prices upon the quantity of 
money in circulation, must be under- 
stood as applying only to a state of 
things in which money, that is, gold or 
silver, is the exclusive instrument of 
exchange, and actually passes from 
hand to hand at every purchase, credit 
in any of its shapes being unknown. 
"When credit comes into play as a means 
of purchasing, distinct irom money in 
hand, we shall hereafter find that the 
connexion between prices and the 
amount of the circulating medium is 
much less direct and intimate, and that 
such connexion as does exist, no longer 


admits of so simple a mode of expres- 
sion. But on a subject so full of com- 
plexity as that of currency and prices, 
it is necessary to lay the foundation of 
our theory in a thorough understanding 
of the -most simple cases, which we 
shall always find lying as a ground- 
work or substratum under those which 
arise in practice. That an increase of 
the quantity of money raises prices, and 
a diminution lowers them, is the most 
elementary proposition in the theory of 
currency, and without it we should 
have no key to any of the others. In 
any state of things, however, except 
the simple and primitive one .which we 
have supposed, the proposition is only 
true other things being the same : and 
what those other things are, which 
must he the same, we are not yet ready 
to pronounce. We can, however, point 
out, even now, one or two of the cau- 
tions with which the principle must be- 
guarded in attempting to make use o£ 
it for the practical explanatiou of phe- 
nomena ; cautions the more indispensa- 
ble, as the doctrine, though a scientific 
truth, has of late years been the foun- 
dation of a greater mass of false theory, 
and erroneous interpretation of facts, 
than any other proposition relating to-' 
interchange. From the time of the 
resumption of cash payments hy the- 
Act of 1819, and especially since the 
commercial crisis of 1825, the favouiite 
explanation of eveiy rise or fall of prices 
has been “the currency;” and like 
most popular theories, the doctrine has 
been applied with little regard to the 
conditions necessary for making it cor- 
rect. 

For example, it is habitually assumed 
that whenever there is a greater 
amount of money in the country, or in 
existence, a rise of prices must neces- 
sarily follow. But this is by no means 
an inevitable consequence. In no com- 
modity is it the quantity in existencG, 
hut the quantity offered for sale, that 
deternoines the value. Whatever may 
he the quantity of money in the country, 
only that part of it will affect prices, 
which goes into the market of commo- 
dities, and is there actually exchanged 
against goods. Whatever increases the 
amount of this portion of the money in 
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tlie country-j tends to raise prioes. But 
money lioarded does not act on prices: 
Money kept in reserve "by individnals 
to meet contingencies wliick do not 
Occur, does not act on prices: The 
money in tke coffers of the Bank^ or 
retained as a reserve by private bank- 
ers, does not act on prices until drawn 
out, nor even then unless drawn out to 
be exjpended in commodities. 

It frequently happens that money, to 
:a considerable amount, is brought into 
the country, is there actually invested 
as capital, and again flows out, -without 
ha-ving ever once acted upon the mar- 
kets of commodities, hut only upon the 
maiket of securities, or, as it is com- 
monly though improperly called, the 
money market. Let us return to ■ the 
case alreadyput for illustration, that 
■of a foreigner landing in the country 
with a treasure. We supposed him to 
'employ his -treasure in the purchase of 
goods for his own use, or in setting up a 
manufactory and employing labourers ; 
and in either case he -would, 
jpartSws, raise prices.^ But instead of 
doing either of these things, he might 
’very probably prefer to invest bis for- 
tune at interest ; -whicb we shall sup- 
ose him to do in the most obvious way, 
y becoming a competitor for a portion 
•of the stock, exchequer bills, railway 
‘debentures, mercantile bills, mortgages, 
&c., which are at all times in the nands 
•of the public. By doing this be wonld 
naise the prices of those diflerent secu- 
rities, or in other words would lower 
the rate of interest, and since this 
would disturb the relation previously 
•existing between the rate of interest 
on capital in the country itself, and 
that in foreign countries, it would pro- 
bably induce some of those wbo had 
floating capital seeking employment, to 
send it abroad for foreign investment, 
rather than buy securities at home at 
the advanced price. As much money 
might thus go out as had previously 
come in, ■while the prices of commodities 
would have shown no trace of its tem- 
porary presence. This is a case highly 
deserving of attention : and it is a fact 
now beginning to he recognised, that 
the passage of the precious metals from 
country to country is deteimined much 


more than was formerly supposed, by 
the state of the loan market in different 
countries, and much less by the state 
of prices. . 

Another point must he adverted to, 
in order to avoid serious error in the in- 
terpretation of mercantile phenomena. 
If there he, at any time, an increase in 
the: number of money transactions, a 
thing continually liable to happen from 
differences in the activity of specula^ 
tion, and even in the time of year (since 
certain kinds of business are transacted 
only at particular seasons); an increase 
of the currency which is only propor- 
tional to this increase of transactions, 
and is of no longer duration, has no 
tendency to raise prices. At the 
quarterly periods when the puhlic 
dividends are paid at the Bank, a sud- 
den increase -(akes place of the money 
in the hands of the public ; an increase 
estimated at from a fifth to two-fifths 
of the whole issues of the Bank of Eng- 
land. Yet this ne ver has any effect on 
prices ; and in a very few weeks, the 
currency has again shrunk into its 
usual dimensions, by a mere reduction 
in the demands of tbe public (after so 
copious a supply of ready- money) for 
accommodation from the Bank in the 
way of discount or loan. In like manner 
the cuiTency of the agricultural dis- 
tricts fluctuates in amount at different 
seasons of the year. It is always low- 
est in August: “it rises generally 
towards Christmas, and obtains its 
gi'eatest elevation about Lady-day, 
when the farmer commonly lays in his 
stock, and has to pay his rent and 
summer-taxes,’.’ and wten he tliereforo 
makes his principal applications to 
country bankers for loans* “ Those 
variations occur with the same regu- 
larity as the season, and with just as 
little disturbance of the markets as the 
quarterly fluctuations of the notes of 
the Bank of England. As soon as the 
extra payments have been completed, 
the supoifluous” curiency, which is 
estimated at half a million, “as cer- 
tainly and immediately is reabsorbed 
and disappears.’ 

If extra cuiTe’ncy -were not forth- 

* Fullarton on t\\B 'BegtdaUon qf Cm\ren- 
2nd edit. pp. 87— 9. 
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coming to malse tliese extra payments,, 
one of three things must happen. Either 
the payments must he made mthoiit 
money, hy a, resort to some of those 
contrivances by which its use is., dis- 
pensed with; or there must be an in- 
crease in the rapidity of circulation, the 
same sum of money being made^to per- 
form more payments ; or if neither of 
these things took place, monej^ to make 
the extra payments mustbe withdrawn 
from the. market for commodities, and 
prices, consequently, must fall An 
increase, of tlie circulating medium, 
conformable in extent and; duration to 


the temporary stress of business, does 
not raise prices, but merely prevents 
this fall. 

The sequel of our investigation will 
point out many other qualifications with 
which the proposition must be received, 
that the value of the circulating medium 
depends on the demand and supply, and 
is in the. inverse ratio of the quantity; 
qualifications which, under a complex 
system of credit like that existing in 
England, render the proposition an 
extremely incorrect expression of the 
fact.. 


CHAPTER IX 


OP THE VALUE OP MOXEY, AS DEPENDENT ON COSffi OP PEODUGTION. 


§ 1. But money, no more, than 
commodities in general, has its value 
definitively determined by demand and 
supply. The ultimate regulator of its 
value is Cost of Production. 

We are supposing, of course, that 
things are left to themselves. Govern^ 
ments have not always left things to 
themselves. They have undertaken to 
prevent the quantity of money from 
adjusting itself according to sponta- 
neous laws, and have endeavoured to 
regulate it at their pleasure ; generally 
with a view of keeping a greater quan- 
tity of money in the country, , than 
would otherwise have remained there. 
It was, until lately, the policy of all 
governments -to interdict the exporta- 
tion and the melting of money ; while, 
hy enconragiiig the exportation and 
impeding the importation of other 
things, they endeavoured to have a 
stream of money constantly flowing in. 
By this course they gratified two pre- 
judices; they drew, or thought that 
they drew, more money into the country, 
’which they believed to be tantamount 
tO ’ more wealth ; and they gave, or 
thought they gave, to all producers and 
dealers, high prices, which, though no 
real advantage, people are always in- 
clined to suppose to be one. 

In this attempt to regulate the value 


of money artificially hy means of the 
supply, governments have never suc- 
ceeded in the degree, or even in the 
manner, which they intended. Their 
prohibitions against exporting or melt- 
ing the coin have never been efiectiial. 
A commodity of such small bulk in 
proportion to its value is so easily 
smuggled, and still more easily melted, 
that it has been impossible by the 
most stringent measures to prevent 
these operations. All the risk which 
it was in the power of governments to 
attach to them, was outweighed by a 
very moderate profit.* In the more 
indirect mode of aiming at the same 
purpose, hy throwing difficulties in the 
way of making the returns for exported 
goods in any other commodity than 
money, they have not been quite so 
unsuccessful. They have not, indeed, 
succeeded in making money flow con- 
tinuously into the country; but they 
have to a certain extent been able to 
keep it at a higher than its natural 

* The effect of the prohibition cannot, 
however, have been so entirely iiisignihcant 
as it has been supposed to be by writers on 
the subject. The facts adduced by Mr. Ful- 
larton, in the note to page 7 of his work on 
the Megulation of Curreneies, show that it 
required a greater percentage of difference 
in value between coin and bullion than has 
commonly been imagined, to bring the coia 
to the melting-pot. 
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level; and have, tlitis far, removed the 
value of money from exclusive' depen- 
dence on the causes which fix the 
values of things not artificially inter- 
fered with. 

We are, however, to suppose a state, 
not of artificial regulation, hut of free- 
dom. In that state, and assuming no 
charge to he made for coinage, the 
value of money will conform to the 
value of the bullion of which it is made. 
A pound weight of gold or silver in 
coin, and the same weight in an ingot, 
will precisely exchange for one another. 
On the supposition of freedom, the 
metal cannot be worth more in the 
state of bullion than of coin ; for as it 
can be melted without any loss of time, 
and with hardly any expense, this 
would of course be done, until the 
uantity in circulation was so much 
iminished as to equalise its value with 
that of the same weight in bullion. It 
may he thought however that the coin, 
though it cannot he of less, may he, 
and being a manufactured article wull 
naturally be, of greater value than the 
bullion contained in it, on the same 
principle on which linen cloth is of 
more value than an equal weight of 
linen yarn. This would he true, were 
it not that Government, in this country 
and in some others, coins money gratis 
for anyone who fiirnishea the metal. 
The labour and expense of coinage, 
when not charged to the possessor, do 
not r^ise the value of the aiticle. If 
Government opened an office where, on 
deliveiy of a given weight of yarn, it 
returned the same weight of cloth to 
any one who asked for it, cloth wnuld 
he worth no more in the market than 
the yarn it contained. As soon as coin 
is wnrth a fraction more than the value 
of the bullion, it becomes the interest 
of the holders of bullion to send it to be 
coined. If Government, however, throws 
the expense of coinage, as is reason- 
able, upon the holder, by making a 
charge to co'^’er the expense, (which is 
done by giving back rather less in coin 
than has been received in bullion, and 
is called le^7ing a seignorage), the coin 
vdll rise' to the extent of the seignorage, 
above the value of the bullion. If the 
Mint kept hack one per cent, to pay 


the expense of cbinage, it would be 
against the interest of the holders of 
bullion to have it coined, until the coin 
was more valuable than the bullion by 
at least that fraction. The coin, there- 
fore, would be kept one per cent higher 
in value, which could only he by 
keeping it one per cent less in 
quantity, than if its coinage were 
gratuitous. 

The Government might attempt to 
obtain a profit by the transaction, and 
might lay on a seignorage calculated 
for that purpose; hut whatever they 
took for coinage beyond its expenses, 
would be so much profit on private 
coining. Coining, though not so easy 
an operation as melting, is far from a 
difficult one, and, when the coin pro- 
duced is of full weight and standard - 
fineness, is very difficult to detect. If, 
therefore, a profit could he made by 
coining good money, it would certainly 
be done: and the attempt to make 
seignorage a source of revenue would 
he defeated. Any attempt to keep the 
value of the coin at an artificial eleva- 
tion, not by_ a seignorage, but by re- 
fusing to coin, would be jfriistrated in 
the same manner.* 

§ 2. The value of money, then, 
conforms, permanently, and, in a state 
of freedom, almost immediately, to the 
value of the metal of which it is made ; 
with the addition, or not, of the ex- 
penses of coinage, according as those 
expenses are borne by the individual or 
by the state. This simplifies extremely 
the question which we have here to 
consider: since gold and silver bullion 
are commodities like any others, and 

* In England, though there is no seignor- 
age on gold coin, (the Mint returning in coin 
the same weight of pure metal which it re- 
ceives in bullion) there is a delay of a few 
weeks after the bullion is deposited, before 
the coin can be obtained, occasioning a loss of 
interest, which, to the holder, is equivalent 
to a trifling seignorage. Pi’om this cause, 
the value of coin is in general slightly above 
that of the bullion it contains. An ounce of 
gold, according to ihe quantity of metal in a 
sovereign, should be worth 31. 17s. IQ^d , ; 
but it was usually quoted at 31. J7s. dd.y 
until the Bank Charter Act of 1844 made it 
imperative on the Bank to give its notes for 
all bullion oifered to it at the rate of 
Zl.m.M 
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•tlieir value depends, like tkat of otlier 
things, on their cost of production. 

To the majority of civilized countries, 
gold and silver are foreign products: 
and the circumstances which govern 
the values of foreign products, present 
some questions which we are not yet 
ready to examine. For the present, 
therefore, we must suppose the country 
which is the subject of our inquiries, to 
he supplied with gold and silver hy its 
own mines, reserving for future consi- 
deration how far our conclusions require 
modification to adapt them to the more 
visual case. 

Of the three classes into which com- 
modities are divided — those^ absolutely 
limited in supply, those which maybe 
had in unlimited quantity at c. given 
•cost of production, and those which 
may he had in unlimited quantity, but 
at an increasing cost of production — 
the precious metals, being the produce 
of mines, belong to the third class. 
Their natural value, therefore, is in the 
long run proportional to their cost of 
production in the most unfavourable 
existing circumstances, that is, at the 
worst mine which it is necessary to 
work in order to obtain the required 
supply. A pound weight of gold will, 
in the gold-producing countries, ulti- 
mately tend to exchange for as much 
of every other commodity, as is pro- 
duced at a cost equal to its own ; mean- 
ing by its own cost the cost in labour 
■and expense, at the least productive 
sources of supply which the then exist- 
ing demand makes it necessary to 
work. The average value of gold is 
made to conform to its natural value in 
the same manner as the values of other 
things are made to conform to their 
natural value. Suppose that it were 
selling above its natural value ; that is, 
above the value which is an equivalent 
for the labour and expense of mining, 
.and for the risks attending a branch of 
industry in which nine out of teu expe- 
riments have usually been failures. A 
jpart of the mass of floating capital 
which is on the look-out for investment, 
would take the direction of mining 
■enterprise ; the supply would thus he 
increased, and the value would fall. If, 
mo the contrary, it were selling below 
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its natural value, miners would not he 
obtaining the ordinary profit; they 
would slacken their works; if the de- 
preciation was great, some of the infe- 
rior mines would perhaps stop working 
altogether: and a falling off in the 
annual supply, preventing the annual 
wear and tear from being completely 
compensated, would hy degrees reduce 
the quantity, and restore the value. 

When examined more closely, the 
following are the details of the process. 
If gold is above its natural or cost 
value — ^the coin, as we have seen, con- 
forming in its value to the bulliou — 
money will he of high value, ^and the 
prices of all things, labour included, 
will be low. These low prices will* 
lower the expenses of all producers ; 
hut as their returns will also he lowered, 
no advantage will he obtained by any 
producer, except the producer of gold : 
whose returns from his mine, not de- 
pending on price, will be the same as 
before, and his expenses being less, he 
will obtain extra profits, and will be sti- 
mulated to increase his production. The 
reverse is the case if the metal is below 
its natural value : since this is as much 
as to say that prices are high, and the 
money expenses of ail producers un- 
usually great: for this, however, all 
other producers will be compensated 
by increased money returns : the miner 
alone will extract from his mine no 
more metal than before, while his ex- 
penses will he peater: his profits 
therefore being diminished or annihi- 
lated, he will diminish his production, 
if not abandon his employment. 

In this manner it is that the value 
of money is made to conform to the 
cost of production of the metal of which 
it is made. It may he well, however, 
to repeat (what has been said before) 
that the adjustment takes a long time 
to effect, in the case of a commodity 
so generally desired and at the same 
time so durable as the precious metals. 
Being so largely used not only as 
monejr hut for plate and ornament, 
there is at all times a very large quan- 
tity of these metals in existence : while 
they are so slowly worn out, that a. 
comparatively small annual procluctioa 
is sufficient to keep up the supply, and 
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to make any additxoo to it wliiqk to 
lb© required by the increase of goodato . 
be circulated, or by tbe increased de- 
mand for gold and siiyer articles by 
■wealthy consumers. Even if this small 
annual supply were st opt entirely, it 
■would require many years, to reduce 
tbe quantity so much as to make any 
very material difference in prices. Tbe 
quantity may be increased, much more 
rapidly than it can be diminisbed ; but 
tbe increase must be very great before 
it can make itself much felt over sucb 
amass of tbe precious metals as exists 
in tbe "wbole commercial world. . And 
bence tbe effects of all changes in^tbe 
conditions of production of the precious 
metals are at first, and continue to be 
for many years, questions of quantity ' 
only^ with little reference to cost; of . 
production. More especially is this 
the case when, as at the pi'esent time, 
many new sources of supply have been 
simultaneously opened, most of them,. 
practicable by labour, alone, without 
any capital in advance beyond a pickaxe 
and a week’s food, and when tbe, opera-, 
tions are as yet wholly experimental, the 
comparative permanent productiveness 
of the different sources being entirely 
mnasGertained. 

§ 3- Since, lioweverj the value of 
money really conforms, Ijke that of 
other things, though more slowly, to its 
cost, of production, some political econo- 
mists have objected altogether to the 
statement that the value of money de- 
pends on its quantity comhioed with 
the rapidity of circulation ; which, they 
think, is assuming a law for money that 
does not exist for any other commodity, 
when the truth is , that it is governed by 
the very same laws. To this we may 
answer, in the first place, that the state- 
ment in question assumes no peculiar 
law. It is simply the law of demand 
and supply, which is acknowledged to 
he applicable to all commodities, and 
which in the case of money as of most 
other things, is controlled, hut not^set 
aside, by the law of cost of production, 
since cost of production would have no 
effect on value if it could have none on 
ppply. But, secondly, there really is, 
in one respect, a closer connexion he^ 


tween the value of money and its quan- 
tity, than between tbe values of other 
tbin^ and their quantity. Tbe value 
of other things conforms to the changes 
in the cost of production, without re- 
quiring, as a condition, that there should 
be any actual alteration of the supply : 
tbe potential alteration is sufficient ; 
and if there even be an actual altera- 
tion, it is, but a temporary one, except 
in so far as the altered value may make 
a difference in the demand, and so re^ 
quire an increase or diminution of 
supply, as a consequence, not a cause, 
of the alteration in value. Xow this is 
also true of gold and silver, considered 
as articles of expenditure for ornament 
and luxury ; but it is not true of money. 
If the permanent cost of producti(^ of 
gold were reduced one-fourth, it might 
happen that there would not be more 
of it bought for plate, gilding, or jewel- 
lery, than before ; and if so, though the 
value would faU, the quantity extracted 
from the mines for these purposes, would 
be no greater than previously. Not so 
with the portion used as money ; that 
portion could not fall in value one- 
iburth, unless actually increased one- 
fourth ; for, at prices one-fourth higher, 
one-fourth more money would be re- ■ 
quired to make the accustomed pur- 
chases ; and if this were not forth- 
coming, some of the commodities would 
he ■without purGhasers, and prices coidd 
not be kept upf Alterations, therefore, 
in the cost of production of the precious 
metals, do not act upon the value of 
money except just in proportion as they 
increase or diminish its quantity ; which 
cannot be said of any other commodity. 
It would therefore, I conceive, be an 
en’or, both scientifically and practi- . 
cally, to discard the proposition wliicb; 
asserts a connexion between the value 
of money and its quantity. 

It is evident, however, that the cost 
of production, in the long ran, regulates 
the quantity ; and that every country 
(temporary fluctuations excepted) ■will 
possess, and have in circifiation, just 
that quantity of money, which will per- 
form all the exchanges required of it, 
consistently with maintaining a value 
conformable to its cost of production. 
The prices of things will, on the ave- 
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jpag e, l)e sucii that money -vTill exchange 
for its own cost in all other goods : and, 
precisely because the quantity c^noi 
be prevented from affecting the value, 
the quantity itself will (by a sort of 
self-acting machinery) be kept at the 
amount consistent with' that standard 
of prices— at the amount necessary for 
performing, at those prices, all the 
business requii‘ed of it. 

“ The quantity wanted will depend 
partly on the cost of producing. ^Id, 
and partly on the rapidity of its circu- 
lation. The rapidity of circulation 
being given, it would depend on. the 
cost of production : and the cost of pro- 
duction being given, the quantity of 
money would depend on the rapidity of 
its circulation.”’* After what has 
been already said, I hope that, neither 
of these propositions stands in need of 
any further illustration. 

Money, then, like commodities in 
general, having: a value dependent on, 
and proportional to, its cost of produc- 
tion j the theory of money is, by the 
admission of this principle, stiipt of a 
great part of the mystery which appa- 
rently surrounded it. We 'must not 
forget, how^ever, that this doctrine only 
applies to the places in -which the pre- 
cious metals are actuallyproducedi and 


that we have yet to enquire whether the 
law of the dependence of value on cost 
of production applies to the exchange 
of things produced at distant places. 
But however this may he, our proposi- 
tions with respect to value will require 
no other alteration, where money is an 
imported commodity, than that of suh- 
stituting for the cost of its production^ 
the cost of obtaining it in the country. 
Every foreign commodity is bought by 
gi-ving for it some domestic production ; 
and the labour and capital which a 
foreign commodity costs to us, is the 
labour and capital expended in prC- 
ducing the quantity of our own goods- 
which we give in exchange for it. 
What this quantity depends upon, — 
what determines the proportions of in- 
terchange between the productions of 
one country and 'those of another,— ia 
indeed a question of somevT-hat greater 
complexity than those we have hitherto 
considered. But this at least is indis- 
putable, that within the country itself 
the value of imported commodities ia 
determined by the value, and conse- 
quently^ by the cost of production, of 
the equivalent given for them ; and 
money, where it is an imported com- 
modity, is subject to the same law. 


CHAPTER X. 


OP A DOUBLE STA2^DAKD 

§ 1. Though the qualities neces- 
sary to fit any commodity for being 
used as money are rarely united in any 
considerable perfection, there are two 
commodities which possess them in an 
eminent, andnearly an equal degree ; the 
two precious metals, as they ai'e called; 
gold and. silver. Some nations have ac- 
cordingly attempted to compose their 
circulating medium of these two metals 
indiscriminately. 

* From some printed, but not published, 
Lectures of Mr. Senior : in which the great 
difterences in the business done by money, 
as well as in the rapidity of its circulation, 
in different states of society and civilization, 
are interestingly illustrated* 


», AND SUBSIDIARY COINS. 

There is an obvious convenience in 
making use of the more costly metal for 
larger payments, and the cheaper ofie 
for smaller ; and the only question re- 
lates to the mode in which this can 
best he done. The mode most fre- 
quently adopted has been to establish 
between the two metals a fixed propor- 
tion; to decide, for example, that a gold 
coin calleda sovereign should be equiva- 
lent to twenty of the silver coins called 
shillings : both the one and the other 
being called, in the ordinary money of 
account of the countiy, by the same 
denomination, a pound : and it being 
left ftee to eveiy one who has a poundl 
X 2 
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io pay, eitlier to pay it in tlie one metal 
or in the other. 

At the time when the valuation of 
the two metals relatively to each other, 
say twenty shillings to the sovereign, 
or twenty-one shillings to the guinea, 
was first made, the proportion probably 
oorresponded, as nearly as it could be 
made to do, with the ordinaiy relative 
values of the two metals, grounded on 
their cost of production ; and if those 
natural or cost values always continued 
to bear the same ratio to one another, 
the arrangement would be unobjection- 
able. This, however, is far from being 
the fact. Gold and silver, though the 
least variable in value of all commo- 
ditieSj are not invariable, and do not 
always vary simultaneously. Silver, 
for example, was lowered in permanent 
value more than gold, by the discovery 
of the American mines; and those 
small variations of value which take 
place occasionally, do not affect both 
metals alike. Suppose such a variation 
to take place: the value of the two 
metals relatively to one another no 
longer agreeing with their rated pro- 

f ortion, one or other of them will now 
e rated below its bullion value, and 
there will be a profit to be made by 
melting it. 

Suppose, for example, that gold rises 
in value relatively to silver, so that the 
x^uantity of gold in a sovereign is now 
worth more than the quantity of silver 
in twenty shillings. Two consequences 
will ensue. Xo debtor will any longer 
find it his interest to pay in gold. He 
will always pay in silver, because twenty 
s^jhillings are a legal tender for a debt of 
one pound, and he can procure silver 
convertible into twenty shillings, for less 

f old than that contained in a sovereign. 

he other consequence will he, that 
unless a sovereign can be sold for more 
ihan twenty shillings, all the sovereigns 
will be melted, since as bullion they will 
purchase a greater number of shillings 
than they exchange for as coin. The 
converse of afi this would happen if 
silver, instead of gold, were the metal 
which had risen in comparative value. 
A sovereign would not now he worth so 
much as twenty shillings, and whoever 
bad a pound to pay would prefer paying 


it by a sovereign ; while the silver coins 
would be collected for the purpose of 
being melted, and sold as bullion for 
gold at their real value, that is, above 
the legal valuation. The money of the 
community, therefore, would never 
really consist of both metals, hut of the 
one only which, at the particular time, 
best suited the interest of debtors ; and 
the standard of the currency would be 
constantly liable to change from the 
one metal to the other, at a loss^ on 
each change, of the expense of coin- 
age on the metal which fell out of 
use. 

' It appears, therefore, that the value 
of money is liable to more frequent 
fluctuations when both metals are a 
legal tender at a fixed valuation, than 
when the exclusive standard of the cur- 
rency is either gold or silver. . Instead 
of being only afected by variations in 
the cost of production of one metal, it 
is subject to derangement from those of 
two. The particular kind of variation 
to which a currency is rendered more 
liable by having two legal standards, 
is a fall of value, or what is commonly 
called a depreciation ; since practically 
that one of the two metals will always 
he the standard, of which the real 
has fallen below the rated value. If 
the tendency of the metals be to rise in 
value, all payments will be made in the 
one which has risen least; and if to 
fall, then in that which has fallen 
most. 

§ 2. The plan of a double standard 
is still occasionally brought forward by 
here and there a writer or orator as a 
great improvement in currency. It is 
rohahle that, with most of its ad- 
erents, its chief merit is its tendency 
to a sort of depreciation, there being at 
all times abundance of supporters for 
any mode, either open or covert, of 
lowering the standard. Some, how- 
ever, are influenced by an exaggerated 
estimate of an advantage which to a 
certain extent is real, that of being able 
to have recourse, for replenishing the 
circulation, to the unitedf stock of gold 
and silver in the commercial world, in- 
stead of being confined to one of them, 
which, from accidental absorption, may 
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not be obtainable with sufficient ra- 
pidity, The advantage ■without the 
disadvantages of a double standard, 
seems to be best obtained by those na- 
tions with ■whom only one of the two 
metals is a legal tender, but the other 
also is coined, and allowed to pass for 
whatever value the market assigns to 

When this plan is adopted, it is na- 
turally the more costly mistal wffiich is 
left to be bought and sold as an article 
of commerce. But nations which, like 
England, adopt the more costly of the 
two as their standard, resort to a dif- 
ferent expedient for retaining them 
both in circulation, namely, to make 
silver a legal tender, but only for small 
payments. In England no one can be 
compelled to receive silver in payment 
for a larger amount than forty shillings. 
With this regulation there is necessa- 
rily combined another, namely, that 
silver coin should be rated, in compa- 


rison with gold,, somewhat above its 
intrinsic value ; that there should not 
be, in twenty shillings, as much silver 
as is worth a sovereign : for if there 
were, a very slight turn of the market 
in its favour would make it worth more 
than a sovereign, and it would he pro- 
fitahle to melt the silver coin. The 
over-valuation of the silver coin creates 
an inducement to buy silver and send 
it to the Mint to be coined, since it is 
given back at a higher value than pr(>» 
perly belongs to it : this, however, has 
been guarded against, by limiting the 
quantity of the silver coinage, which 
is not left, hke that of gold, to the dis- 
cretion of individuals, but is determined 
by the government, and restricted te 
the amount supposed to be required for 
small payments. The only precaution 
necessary is, not to put so high a va- 
luation upon the silver, as to hold out 
a strong temptation to private coining- 


CHAPTEBXI. 

OF CKEDIT, AS A SUBSTITUTE FOE MONEY. 


§ 1. The functions of ! credit have 
been a subject of as much misunder- 
standing and as much confusion of ideas 
as any single topic in Political Eco- 
nomy. This is not owing to any pe- 
culiar difficulty in the theory of the 
subject, but to the complex nature of 
some of the mercantile phenomena 
arising from the forms in which credit 
clothes itself; by which attention is 
diverted from the properties of credit 
in general, to the peculiaritios of its 
particular forms. 

As a specimen of the confused no- 
tions entertained respecting the nature 
of credit, we may advert to the exag- 
gerated language so often used respect- 
ing its national importance. Credit has 
a great, hut not, as many people seem to 
suppose, a magical power; it cannot 
make something out of nothing. How 
often is an extension of credit talked of 
as equivalent to a creation of capital, 


or as if credit actually were capital 
It seems strange that there should be 
any need to point out, that credit being 
only permission to use the capital of 
another person, the means of produc- 
tion cannot he inci*eased by it, but only 
transferred. If the borrower’s meanst 
of production and of employing labour 
are increased by the credit given him, 
the lender’s are as much diminished. 
The same sum cannot be used as capital 
both by the owner and also by the 
person to whom it is lent: it cannot 
supply its eutire value in wages, tools, 
and materials, to two sets of labourers 
at once. It is true that the capital 
which A has borrowed from B, and 
makes use of in his business, still forms 
part of tbe wealth of B for other pur- 
poses : he can enter into arrangements 
in reliance on it, and can borrow, when 
needful, an equivalent sum on the se- 
curity of it ; so that to a superficial 
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«ye it might seem as if "both B and A 
had the use of it at once. But the 
smallest consideration will show that 
when B has parted with his capital to 
A, the use of it as capital rests with 
A alone, and that B has no other ser- 
vice from it than in so far as his ulti- 
mate claim upon it serves him to obtain 
the use of another capital from a third 
person C. All capital (not his own) 
of which any person has rea,lly the use, 
is, and must he, so much subtracted 
from the capital of some one else.^ 

§ 2. But though credit is hut a 
transfer of capital from hand to hand, 
it is generally, and naturally, a transfer 
to hands more competent to employ the 
capital efficiently in prodnction. If 
there were no such tMng as credit, 
or if, from general insecurity and want 
•of confidence, it were scantily prac- 
itised, many persons who possess more 

* To malre the proposition in the text 
strictly true, a correction, though a very 
slight one, requires to be made. The circu- 
lating medium existing in a country at a 
•given time, is partly employed in pui-chases 
•for productive, and partly for unproductive 
Kjonsumption. According as a larger propor- 
tion of it is employed in the one way or in 
the other, the real capital of the country is 
neater or less. If, then, an addition were 
made to the circulating medium in the hands 
>'Of unproductive consumers exclusively, a 
'larger portion of the existing stock of com- 
modities would be bought for unproductive 
'Consumption, and a smaller for productive, 
'Which state of things, while it lasted, would 
"he equivalent to a diminution of capital. 
And on the contrary, if the addition made 
’he to the portion of the circulating medium 
which is in the hands of producers, and des- 
“tined for their business, a greater portion of 
the commcdities in the country will for the 
present be employed as capital, and a less 
portion unproductively. Now, an effect of 
"this latter character naturally attends some 
-extensions of credit, especially when taking 
place in the form of bank notes, or other 
instruments of exchange. The additional 
hank notes are, in ordinary course, first 
issued to producers or dealers, to be em- 
ployed as capital ; and though the stock of 
-commodities in the countiy is no greater 
than before, yet as a greater share of that 
stock now comes by purchase into the hands 
of producers and dealers, to that extent 
what would have been unproductively con- 
sumed is applied to production, and there is 
a real increase of capital. The effect ceases, 
-•and a counter-process takes place, when the 
additional credit is stopped and the notes 
called in. 


or less of capital, hut who from their 
occupations, or for want of tlie ne- 
cessary skill and knowledge, cannot 
personally superintend its employ ment, 
would derive no benefit from it: their 
funds would either lie idle, or would 
he, perliaps, wasted and annihilated in 
unskilful attempts to make them yield 
a profit. All this capital is now lent 
at interest, and made available for 
production. Capital thus circum- 
stanced forms a large portion of the 
productive resources of any commercial 
country ; and is naturally attracted to 
those producers or traders who, being 
in the greatest business, have the 
means of employing it to most advan- 
tage ; because such are both the most 
desirous to obtain it, and able to give 
the best security. Although, therefore, 
the productive funds of the country are 
not increased by credit, they are called 
into a more complete state of produc- 
tive activity. As the confidence on 
which credit is grounded extends itself, 
means are developed by which even 
the smallest portions of capital, the 
sums which each person keeps by him 
to meet contingencies, are made avail- 
able for productive uses. The principal 
instruments for this purpose are hanks 
of deposit. Where these do not exist, 
a prudent person must keep a sufficient 
sum unemployed in his own possession, 
to meet every demand which he has 
even a slight reason for thinking him- 
self liable to. When the practice, 
however, has grown up of keeping this 
reserve not in his own custody but 
with a hanker, many small sums, pre- 
viously lying idle, become aggregated in 
the banker’s hands ; and the hanker, 
being taught by experience what pro- 
portion of the amount is likely to be 
wanted in a given time, and knowing 
that if one depositor happens to require 
more than the average, another will 
require less, is able to lend the re- 
mainder, that is, the far greater part, 
to producers and' dealers: thereby 
adding the amount, not indeed to the 
papitai in , existence, but to that in em- 
piG3rment, and making a coiTesponding 
addition to the aggregate production 
of the community . 

While credit is thus indispensable 
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for rendering tHe whole capital of the 
country productive, it is also a means 
hy which the industrial talent of the 
countiy is turned to better account for 
purposes of production. Many person 
who has either no capital of his own, 

• or very little, hut wdio has (qualifica- 
tions for business which are known and 
appreciated hy some possess()rs of ca- 
pital, is enabled to obtain either ad- 
vances in money, or more frequently 

■ goods on credit, hy which Ms indus- 
trial capacities are made instrumental 
to the increase of the public wealth ; 
•and this benefit will he reaped far more 
largely, whenever, through better laws 
and better education, the community 
shall have made such progress in in- 
tegrity, that personal character can be 
accepted as a sufficient guarantee not 
only against dishonestly appropriating, 
but against dishonestly risking, what 

• belongs to another. 

Such are, in the most general point 
■of view, the uses of credit to the 
productive resources of the world. 
But these considerations only apply to 
the credit given to the industrious 
classes^ to producers and dealers. 
Credit given by dealers to unproduc- 
tive consumers is never an addition, 
but always a detriment, to the sources 
of puhlic wealth. It makes over in 
temporary use, not the capital of the 
•unprodnotive classes to the productive, 
but that of the producitive to the un- 
productive. If A, a dealer, supplies 
goods to B, a landowner or annuitant, 
to be paid for at the end of five years, 
as much of the capital of A as is equal 
to the value of these goods, remains 
for five years unproductive. During 
such a period, if payment had been 
made at once, the sum might have been 
-several times expended and replaced, 
and goods to the amount might hate 
been several times produced, consumed, 
rand reproduced: consequently B’s 
vdthholding lOOZ. for five years, even if 
he pays at last, has cost to the labour- 
ing classes of the community during 
that period an absolute loss of probably 
several times that amount. A, iudi- 
vidtially, is compensated, hy putting a 
higher price upon his goods, wdiich is 
^ultimately paid by B : but there is no 


compensation made to the labouring 
classes, the chief sufferers by every 
diversion of capital, whether perma- 
nently or temporarily, to unproductive 
uses. The country has had IGOZ. less 
of capital during those five years, B 
having taken that amount from A’s 
capital, and spent it unproductively, in 
anticipation of his own means, and 

■ having only after five years set aqoart 
a sum from his income and converted 
it into capital for the purpose of indem- 
nifying A. 

§ 3, Thus far of the general func- 
tion of Credit in production. It is not 
a productive power in itsMf, though, 
without it, the productive powers al- 
ready existing could not be brought 
into complete employment. But a more 

■ intricate portion of the theory of 
Credit is its influence on prices; the 
chief cause of most of the mercantile 

’ phenomena which perplex observers. 
In a state of commerce in which much 
credit is habitually given, general 
prices at any moment depend much 
more upon the state of credit than upon 
the quantity of money. For credit, 
though it is not productive power, is 
purchasing power ; and a person who, 
having (tredit, avails himself of it in 
the purchase of goods, creates just as 
much demand for the goods, an(i tends 
quite as much to raise their price, as 
if he made an equal amount of pur- 
chases with ready money. 

The credit which we are now called 
upon to consider, as a distinct pur- 
chasing power, independent of money, 
is of course not creffit in its simplest 
form, that of money lent by one person 
to another, and paid directly into his 
hands ; for when the borirower expends 
this in purchases, he makes the pur- 
chases with money, not credit, and ex- 
erts no purchasing power over and 
above that conferred by the money. 
The forms of credit which create pur- 
chasing powei’, are those in which no 
money passes at the time, and very 
often none passes at all, the transac- 
tions being included with a mass of 
other transactions in an account, and 
nothing paid but a balance. This 
takes place in a variety of ways» 
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wliicli we shall proceed to examine, 
'beginning, as is our custom, with the 
simplest. 

First : Suppose A and B to he two 
dealers, who have transactions with 
each other both as buyers and as 
sellers. A buys from B on credit. B 
does the like with respect to A. At 
the end of the year, the sum of A’s 
debts to B is set against the sum of 
B’s debts to A, and it is ascertained 
to which side a balance is due. This 
balance, which may be less than the 
amount of many, of the transactions 
singly, and is necessarily less than the 
sum of the transactions, is all that is 
paid in money ; and perhaps even 
this is not paid, hut carried over in an 
account current to the next year. A 
single payment of a hundred ponnds 
may in this manner suffice to liq^uidate 
a long series of transactions, some of 
them to the value of thousands. 

But secondly : The debts of A to B 
m ay he paid without the intervention 
of money, even though there he no 
reciprocal debts of B to A. A may 
satisfy B by making over to him a debt 
due to himself from a third person, C. 
This is conveniently done by means of 
a written instrument, called a bill of 
exchange, which is, in fact, a transfer- 
able order by a creditor upon his debtor, 
and when by the debtor, that 

is, authenticated by his signature, be- 
comes an acknowledgment of debt. 

§ 4, Bills of exchange were first in- 
troduced to save the expense and risk 
of transporting the precious metals 
from place to place. “ Let it he sup- 
posed, ’’ says Mr. Henry Thornton,* 

that there are inXondon ten manufac- 
turers wbo sell their article to ten shop- 
keepers in York, by whom it is retailed ; 
and that there are in York ten mann- 
facturers of another commodity, who 
sell it to ten shopkeepers in London. 
There would he no occasion for the ten 
shopkeepers in London to send yearly 

* JEngtiiry into the ’Nafyire and Effects of 
the IPcvper Credit of Great 'Briiavn^ p. 24 
This work, published in 1802, is even now 
the clearest exposition that I am acquainted 
with, in the English language, of the inodes 
in which credit is given and taken in a mer- 
cantile community. 


to York guineas for the payment of the' 
York manufacturers, and for , the ten 
York shopkeepers to send yearly as 
many guineas to London. It would 
only be necessary for the York manu- 
facturers to receive from each of the 
shopkeepers at their own door the 
money in question, giving in return 
letters which should acknowledge the 
receipt of it; and which should also 
direct the money, lying ready in the 
hands of their debtors in London, to 
he paid to the London manufacturers, 
so as to cancel the debt in London in 
the same manner as that at York, The 
expense and the risk of all transmission 
of money would thus he saved. Letters 
ordering the transfer of the debt are 
termed, in the language of the present 
day, bills of exchange. They are bills 
by which the debt of one person is ex- 
changed for the debt of another ; and 
the debt, perhaps, which is due in one. 
place, for the debt due in another.” 

Bills of exchange having been found 
convenient as means of paying debts at 
distant places without the expense of 
transporting the precious metals, their 
use was afterwards greatly extended 
from another motive. It is usual in 
every frade to give a certain length of 
credit for goods bought : three months, 
six months, a year, even two years, 
according to the convenience or custom 
of the particular trade. A dealer who 
has sold goods, for which he is to be 
paid in six months, hut who desires to 
receive payment sooner, draws a bill 
on his debtor payable in six months, 
and gets the hill discounted by a banker 
or other money-lender, that is, transfers 
the hill to him, receiving the amount, 
minus interest for the time it has still 
to run. It has become one of the chief 
functions of hills of exchange to serve 
as a means by which a debt due from 
one person can thus be made available 
for obtaining credit from another. The 
convenience of tbe expedient has led 
to the frequent creation of bills of ex- 
change not grounded on any debt pre- 
viously due to the drawer of the bill by 
the person on whom it is drawn. These i 
are called accommodation bills; and 
sometimes, with a tinge of disapproha- 
tion, fictitious hills. Their nature is so- 
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cleaily stated, and with such judicious 
remarks, by the author whom I have 
just quoted, that I shall transcribe the 
entire passage.'^ 

“ A, being in want of lOOZ., requests 
B to accept a note or bill drawn at two 
months, which B, therefore, on the face 
of it, is bound to pay ; it is understood, 
however, that A will take care either to 
discharge the bill himself, or to fm*nish 
B with the means of paying it. A 
obtains ready money for the bill on the 
joint credit of the two parties. A ful- 
hls his promise of paying it when due, 
and thus concludes the transaction. 
This service rendered by B to A is, 
however, not unlikely to be requited, 
at a more or less distant period, by a 
similar acceptance of a bill on A, drawn 
and discounted for B’s convenience. 

“Let us now compare such a bill 
with a real bill. Let us consider in 
what points they differ or seem to 
differ ; and in what they agree. 

“ They agree, inasmuch as each is a 
discountable article ; each has also been 
created for the purpose of being dis- 
counted; and each is, perhaps, dis- 
counted in fact. Each, therefore, serves 
equally to supply means of speculation 
to the merchant. So far, moreover, as 
bills and notes constitute what is called 
the circulating medium, or paper cur- 
rency of the country, and prevent the 
use of guineas, the fictitious and the 
real bill are upon an equality ; and if 
the price of commodities be raised in 
proportion to the quantity of paper 
currency, the one contributes to that 
rise exactly in the same manner as the 
other. 

“ Before we come to the points in 
which they differ,^let us advert to one 
point in which they are commonly sup- 
posed to he unlike ; but in which they 
cannot be said always or necessarily to 
differ. 

“ Real notes (it is sometimes said) 
represent actual property. There are 
actual goods in existence, which are the 
counterpart to every real note. Notes 
which are not drawn in consequence of 
a sale of goods, are a species of false 
wealth, by which a nation is deceived. 

* 3?p. 29—3?* 
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These supply only an imaginary capital ; 
the others indicate one that is real. 

“ In answer to this statement it may 
be observed, first, that the notes given 
in consequence of a real sale of goods 
cannot be considered as on that account 
certainly representing any actual pro- 
perty. Suppose that A sells 1001. worth 
of goods to B at six months credit, and 
takes a bill at six months for it ; and 
that B, within a month after, sells the 
same goods, at a like credit, to 0, taking 
a like bill ; and again, that C, after 
another month, sells them to D, taking 
a like bill, and so on. There may then, 
at the end of six months, be six bills of 
lOOZ. each, existing at the same time; 
and every one of these may possibly 
have been discounted. Of all these 
bills, then, only one represents any 
actual property. 

“ In order to justify the supposition 
that a real bill (as , it is called) repre- 
sents actual property, there ought to be 
some power in the bill-holder to prevent 
the property which the bill represents, 
from being turned to other purposes 
than that of paying the bill in question. 
No such power exists ; neither the man 
who holds the real bill, nor the man 
who discounts it, has any property in 
the specific goods for which it was- 
given : he as much trusts to the general 
ability to pay of the giver of the bill, as 
the holder of any fictitious bill does. 
The fictitious bill may, in many cases, 
be a bill given by a person having a. 
large and known capital, a pai-t of 
which the fictitious bill may be said in 
that case to represent. The supposition 
that real bills represent property, and 
that fictitious bills do not, seems, there- 
fore, to be one by which more than 
justice is done to one of these species- 
of bills, and something less than justice 
to the other. 

“ We come next to some points in 
which they differ. 

“ First, the fictitious note, or note of 
accommodation, is liable to the ob- 
jection that it professes to be what it 
is not. This objection, however, lies- 
only against those fictitious bills which 
are passed as real. In many cases, it 
is sufficiently obvious what they are^ 
Secondly, the fictitious bill is, in gene- 


S14 EOOK HI. tJHAPTEE XI. § 5. 


ml, less likely to be imnctnally paid 
tban tbe real one. There is a general 
presumption, that the dealer in fictitious 
hills is a man ■who is a more adven- 
tnrons speculator than he who carefully 
.abstains from them. It follows, thirdly, 
that fictitious bills, besides being less 
-safe, are less subject to limitation as to 
their quantity. The extent of a man’s 
actual sales forms some limit to the 
-amount of his real notes; and as it is 
highly desirable in commerce that 
credit should be dealt out to all per- 
sons in some sort of regular and due 
proportion, the measure of a man’s 
actual sales, certified by the appear- 
ance of his bills drawn in virtue of 
those sales, is some rule in the case, 

• though a very imperfect one in many 
respects. 

“ A iictitious hill, or bill of accom- 
modation, is evidently, in substance, the 
same as any common promissory note ; 
and even better in this respect, that 
there is bnt one security to the pro- 
missory note, whereas in the case of : 
the hill of accommodation there are 
two. So much jealousy Subsists lest 
traders should push tlieir . means of 
raising money too far, that paper, the 
same in its general natnre with that 
Vhich is given, being the only paper 
which can be given, by men ont of 
business, is deemed somewhat discre- 
ditable when coming from a merchant. 
And because such paper, when in the 
merchant’s hand, necessarily imitates 
the paper which passes on the occasion 
of a sale of goods, the epithet fictitious | 
has been cast upon it; an epithet; 
which has seemed to countenance the 
confused and mistaken notion, that 
there is something altogether false and 
delusive in the nature of a certain part 
tooth of the paper and of the apparent 
wealth of the country.” 

A bill of exchange, when merely 
discounted, and kept in the portfolio 
of the discounter until it falls due, does 
not perform the functions or supply the 
place of money, but is itself bought and 
•sold for money. It is no more currency 
than the public funds, or any other 
securities. But when a bill drawn 
upon one person is paid to another (or 
even to the same person) in discharge 


of a debt or a pecuniary claim, it does 
something for which, if the bill did not 
exist, money would he required: it 
performs the functions of currency. 
This is a use to which hills of exchange 
ai"e often applied. “ They not only,” 
continues Mr. Thornton,* “ spare the 
use of ready money ; they also occupy 
its place in many cases. Let us 
imagine a farmer in the country to dis- 
charge a debt of lOZ. to bis neighbour- 
ing grocer, by giving bim a bill for 
that sum, drawn on his cornfactor in 
London for grain sold in the metro- 
polis ; and the grocer to transmit the 
hill, he having previously indorsed it, 
to a neighbouring sugar-haker, in dis- 
charge of a like debt ; and the sugar- 
baker to send it, when again indorsed, 
to a West India merchant in an out- 
port, and the West India merchant to 
deliver it to his country ^hanker, who 
also indorses it, and sends it into further 
circulation. The bill in this case will 
have effected five payments, exactly as 
if it were a lOZ. note payable to hearer 
on demand. A mnltilude of bills pass 
between trader and trader in the 
country, in the manner wdaioh has been 
described ; and they evidently form, in 
the strictest sense, a part of the circu- 
lating medium of the Idngdom.” 

Many hills, both domestic and 
foreign, are at last presented for pay- 
ment quite covered with indorsements, 
each of which represents either a fresh 
discounting, or a pecuniary transaction 
in which the bill bas performed the 
functions of money. Within the pre- 
sent generation, the circulating medium 
of Lancashire for sums above five 
pounds, was almost entirely GOmposed 
of such bills. ^ 

§ 5. A third form in which credit 
fe employed as a Substitute for cur- 
rency, is that of promissory notes. A 
bill drawn upon any one and accepted 
by him, and a note of band by him 
promising to pay the same sum, are, as 
far as be is concerned, exactly equiva- 
lent, except that the former commonly 
bears interest and the latter generally 
does not ; and that the former is com- 
monly payable only after a certain 
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lapse of time, and tke latter payaWe 
at sight. But it is cliiefly in the latter 
form that it has become, in commercial 
countries, an express occupation to 
issue such substitutes for money. 
Bealers in money (as lenders by pro- 
fession are improperly called) desire, 
like other dealers, to stretch their 
operations beyond what can be carried 
on by their own means : they wish to 
lend, not their capital merely, but their 
credit, and not only such portion of 
their credit as consists of funds actually 
deposited with them, but their power 
of obtaining credit from the public 
generally, so far as they tliink they 
can safely employ it. This is done^ in 
a very convenient manner by lending 
their own promissory notes payable to 
bearer on demand : the borrower being 
willing to accept these as so much 
‘money, because the credit of the lender 
makes other people willingly receive 
them on the same footing, in purchases 
•or other payments. These notes, there- 
fore, perform all the functions of cur- 
rency, and render an equivalent amount 
of money which was previously in cir- 
culation, unnecessary. As, however, 
being payable on demand, they may 
he at any time returned on the issuer, 
and money demanded for them, he 
must, on pain of bankruptcy, keep by 
him as much money as will enable 
him to meet any claims of that soi't 
which can he expected to occur within 
the time necessary for providing him- 
self with more : and prudence also re- 
quires that he should not attempt to 
issue notes beyond the amount which 
experience shows can remain in circu- 
lation wdthout being presented for 
payment. 

The convenience of this mode of (as 
it were) coining credit, having once 
been discovered, gOA^emments have 
availed themselves of the same expe- 
dient, and have issued their ovm pro- 
missory notes in payment of their 
expenses ; a resource the more useful, 
because it is the only mode in wbicli 
they are able to bori'ow money AAuthout 
paying interest, their promises to pay 
bn demand being, in the estimation of 
the holders, equivalent to money in 
hand. The practical differences be- 
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tween such government notes and the 
issues of private bankers, and the 
further diversities of which this class 
of substitutes for money are suscepti- 
ble, Avill be considered presently. 

§ 6. A fourth mode of making 
credit answer the pxuposes of money, 
by which, when carried far enough, 
money may be very completely super- 
seded, consists in making payments by 
cheques. The custom of keeping the 
spare cash reserved for immediate use 
or against contingent demands, in the 
hands of a banker, and making all 
payments, except ^ small ones, by 
orders on bankers, is in this country 
spreading to a continually larger por- 
tion of the public. If the person 
making the payment, and the person 
receiving it, keep their money Avith 
the same banker, the payment takes 
place without any intervention of 
money, by the mere transfer of its 
amount in the banker’s hooks from the 
credit of the payer to that of the re- 
ceiver. If all persons in London kept 
their cash at the same banker’s, and 
made all their payments by means of 
cheques, no money Avould be required 
or used for any transactions beginning 
and terminating in London. This ideal 
limit is almost attained in fact, so far 
as regards transactions hetAveen dealers. 
It is chiefly in the retail transactions 
betAveen dealers and consumers, and in 
the payment of Avages, that money or 
bank notes noAv pass, and then only 
when the amounts are small. In 
London, even shopkeepers of any 
amount of capital or extent of business 
have generally an account Avith a 
hanker; which, besides the safety and 
convenience of the practice, is to their 
advantage in another respect, by giAong 
them an understood claim to haA^o 
their bills discounted in cases Avheu 
they could not otherwise expect it. As 
for the merchants and larger dealers, 
they habitually make all payments in 
the course of their business by cheques. 
They do not,hoAvever, all deal Avith the 
same hanker, and wRen A gives a 
cheque to B, B usually pays it not 
into the same but into some other 
bank. But the convenience of busi- 
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ness lias given birth, to an arrangement 
which makes all the hanking houses of 
the City of London, for certain pur- 
oses, virtually one establishment. A 
anker does not send the cheq[ues 
which are paid into his banking house, 
to the banks on which they are drawn, 
and demand money for them. There 
is a building called the Clearing-house, 
to which every City banker sends, each 
afternoon, all the cheques on other 
bankers which he has received during 
the day, and they are there exchanged 
for the cheques on him which have 
come into the hands of other bankers, 
the balances only being paid in money ; 
or even these not in money, but in 
cheques on the Bank of England. By 
this contrivance, all the business trans- 
actions of the City of Loudon during 
that day, amounting often to millions 
of pounds, and a vast amount besides 
of country transactions, represented by 
bills which country bankers have 


drawn upon their London correspon 
dents, are liquidated by payments not 
exceeding on the average 200,000^.* 
By means of the various instruments 
of credit which have now been ex- 
plained, the immense business of a 
country like Great Britain is trans- 
acted with an amount of the precious 
metals surprisingly small ; many times 
smaller, in proportion to the pecuniary 
value of the commodities bought and 
sold, than is found necessary in France, 
or any other country in which, the 
habit and the disposition to give credit 
not being so generally dhfused, these 
“economizing expedients,” as they 
have been called, are not practised to 
the same extent. What becomes of 
the money thus superseded in its func- 
tions, and by what process it is made 
to disappear from circulation, are 
questions the discussion of which must 
be for a short time postponed. 


CHAPTER Xn. 

INFLUENCE OP CREDIT ON PRICES. 


§ 1. Having now formed a general 
idea of the modes in which credit is 
made available as a substitute for 
money, we have to consider in what 
manner the use of these substitutes 
affects the value of money, or, -what is 
equivalent, the prices of commodities. 
It is hardly necessary to say that the 
permanent value of money — the natural 
and average prices of commodities — 
are not in question here. These are 
determined by the cost of producing or 
of obtaining the precious metals. An 
ounce of gold or silver will in the long 
run exchange for as much of every 
other commodity, as can be produced 
or imported at the same cost with 
itself. And an order, or note of hand, 
or bill payable at sight, for an ounce of 
gold, while the credit of the giver is 
unimpaired, is worth neither more nor 
less than .the gold itself. 

It is not, however, with ultimate or 


average, hut with immediate and tenr- 
porary prices, that we are now con- 
cerned. These, as we have seen, may 
deviate very widely from the standard 
of cost of production. Among other 
causes of fluctuation, one we have 
found to be, the quantity of money in 
circulation. Other things being the 
same, an increase of the money in cir- 
culation raises prices, a diminution 
lowers them. If more money is thrown 
into circulation than the quantity 
which can circulate at a value con- 

* According to Mr. Toolce {Tlnquiry iniot 
the Currency J^rineiple, p. 27) the adjustments' 
at the clearing house “in the year 1839< 
amounted to 954,401,600^., mailing an ave- 
rage amount of payments of upwards of 
3,000,0002. of bills of exchange and cheques 
daily effected through the medium of little 
more than 200,0002. of bank notes." At pre- 
sent a very much greater amount of trans- 
actions is daily liquidated, without bank 
notes . at all, cheques on the Bank of 
England supplying their place. 
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formaWe to its cost of prodxiction, tHe 
Taiue of money, so long as tlie excess, 
lasts, will remain below tlie standard 
■of cost of production, and. general j 
prices will be sustained above the I 
natural rate. 

But we bave now found that there 1 
are other things, such as bank notes, 

) bills of exchange, and cheq[ues, which 
* circulate as money, and perform all 
functions of it: and the question 
arises, Do these various substitutes 
operate on prices in the same manner 
as money itself? Does an increase in 
the quantity of transferable paper tend 
ito raise prices, in the same naanner 
and degree as an increase in the 
'quantity of money ? There has been 
no small amount of discussion on this 
point among writers on currency, with- 
out any result so conclusive as to have 
yet obtained general assent. 

I apprehend that bank notes, bills, 
or cheques, as such, do not act^ on 
prices at all. What does act on prices 
is Credit, in wdratever shape given, 
and whether it gives rise to any trans- 
ferable instruments capable of passing 
into circulation, or not. 

I proceed to explain and substantiate 
this opinion. 

§ 2. Money acts upon prices in no 
other way than by being tendered in 
exchange for commodities. The de- 
mand w^hich influences the prices of 
commodities consists of the money 
offered for them. But the money 
oflered, is not the same thing with the 
money possessed. It is sometimes less, 
sometimes very much more. In the 
long run indeed, the money which 
people lay out will be neither more nor 
less than the money which tliey have 
{ to lay out; but this is far from being 
the case at any given time. Sometimes 
. they keep money by them for fear of 
■ an emergenc3", or in expectation of a 
more advantageous opportunity for 
expending it. In that case the money 
is said not to be in circulation : in 
plainer language, it is not offered, nor 
about to be offered, for commodities. 
Money not in circulation has no effect 
on prices. The converse, however, is 
a much commoner case ; people make 


purchases with money not in their 
possession. An article, for instance, 
which is paid for by a cheque on a 
bankex’, is bought with money which 
not only is not in the payer’s posses- 
sion, but generally not even in the 
banker’s, having been lent by him (all 
but the usual reserve) to other persons. 
We just now made the imaginary sup- 
position that all persons dealt xvith a , 
bank, and all with the same bank, 
payments being universally made by 
cheques. In this ideal ease, there 
would be no money anywhere except 
in the hands of the banker ; who might 
then safely part with all of it, by sell- 
ing it as bullion, or lending it, to be 
sent out of the country in exchange 
for goods or foreign securities. But 
though there would then be no money 
in possession, or ultimately perhaps 
even in existence, money would be 
offered, and commodities bought with 
it, just as at present. People would 
continue to reckon their incomes and 
their capitals in money, and to make 
their usual purchases with orders for 
the receipt of a thing wdiich would 
have literally ceased to exist. There 
would he in all this nothing to com- 
plain of, so long as the money, in dis- 
appearing, left an equivalent value in 
other things, applicable when required 
to the reimbursement of those to whom 
the money originally belonged. 

In the case however of payment by 
cheques, the purchases are at any rate 
made, though not with money in the 
buyer’s possession, yet wdth money to 
which he has a right. But he may 
make purchases with money which he 
only expects to have, or even only 
pretends to expect. He may obtain 
goods in return for his acceptances 
payable at a future time; or on liis 
note of hand ; or on a simple hook 
credit, that is, on a mere promise to 
pay. All these purchases have exactly 
the same effect on price, as if they 
were made with ready money. The 
amount of purchasing power which a 
person can exercise is composed of all 
the money in his possession or due to 
him, and of all his credit. For exer- 
cising the whole of this power he finds 
a sufficient motive only under peculiar 


318 BGOKIU, CHAPTEEXII. S3. 


citcumstances ; But lie always pos- 
sesses it ; and the portion of it which 
he at any time does exercise, is the 
measure of the effect which he produces 
on price. 

Suppose that, in the expectation 
that some commodity will rise in price, 
he deteimines, not only to invest in it 
all his ready money, hut to take up on 
credit, from the producers or importers, 
as much of it as their opinion of his 
resources will enable him to obtain. 
Every one must see that by thus acting 
he produces a greater effect on price, 
than if he limited bis purchases to the 
money he has- actually in hand. He 
creates a demand for the article to the 
full amount of his money and credit 
taken together, and raises the price 
proportionally to both. And this effect 
is produced, though none of the written 
instruments called substitutes for cur- 
rency may he called into existence ; 
though the transaction may give rise 
to no bill of exchange, nor to the issue 
of a single hank note. The buyer, 
instead of taking a mere hook credit, 
might have given a bill for the amount ; 
or might have paid for the goods mth 
hank notes borrowed for that puipose 
from a hanker, thus making the pur- 
chase not on his own credit with the 
seller, hut on the banker’s credit with 
the seller, and his own with the banker. 
Had he done so, he would have pro- 
duced as great an effect on price as by 
a simple purchase to the same amount 
on a hook credit, hut no greater effect. 
The credit itself, not the form and 
mode in which it is given, is the 
operating cause. 

§ 3. The inclination of the mercan- 
tile public to increase their demand for 
,1 commodities by making use of all or 
' much of their credit as a purchasing 
' power, depends on their expectation of 
- profit. "V\^en there is a general im- 
• pression that the price of some com- 
modity is likely to rise, from an extra 
demand, a short crop, obstructions to 
importation, or any other cause, there 
is a disposition among dealers to in- 
crease their stocks, in order to profit 
by the expected rise. This disposition 
tends in itself to produce the effect 


which it looks forward to, a rise of 
price: and if the rise is considerable 
and progressive, other speculators are 
attracted, who, so long as the price has 
not begun to fall, are willing to believe 
that it will continue rising. These, by 
further purchases, produce a further 
advance: and thus a rise of price for 
which there were originally some ra- 
tional grounds, is often heightened by ■ 
merely speculative purchases, until it 
greatly exceeds what the original 
grounds^ will justify. After a time 
this begins to be perceived; the price 
ceases to rise, and the holders, think- 
ing it time to realize their gains, are 
anxious to sell. Then the price begins 
to decline: the holders rush into the 
market to avoid a still, greater loss,, 
and, few being willing to buy in a,, 
falling market, the price falls much, 
more suddenly than it rose, Those 
who have bought at a higher price 
than reasonable calculation justified, 
and who have been overtaken by the 
revulsion before they had realized, are 
losers in proportion to the greatness of ‘ 
the fall,^ and to the quantity of the 
commodity which they hold, or have 
hound themselves to pay for. 

Now all these effects might take 
place in a communit}^ to which credit 
was, unknown : the prices of some com- 
modities might rise from speculation, 
to an extravagant height, and then 
fall rapidly hack. But if there were 
no such thing as credit, this could 
hardly happen with respect to com- 
modities generally. If all purchases 
were made with ready money, the 
payment of increased prices for some 
articles would draw an unusual pro- 
portion of the money of the community 
into the markets for those articles, and 
must therefore draw it away from some 
other class of commodities, and thus 
lower their prices. The vacuum might, 
it is true, he partly filled up by increased 
rapidity of circulation ; and in this 
manner the money of the community 
is virtually increased in a time of spe- 
culative activity, because people keep 
little of it by them, but hasten to lay 
it out in some tempting adventure as 
soon as x>ossible after they receive it. 
This resource, however, is limited : on 
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tlie wlioie, people cannot, while the 
qnantitj of money remains the same, 
lay out much more of it in some things, 
without laying out less in others. But 
what they cannot do hy ready money, ' 
they can do hy an extension of credit. 
When people go into the market and 
purchase with money which they hope 
to receive hereafter, they are drawing 
upon an unlimited, not a limited fund. 
Speculation, thus supported, may be 
going on in any number of commodi- 
ties, without disturbing the regular 
course of business in others. It might 
even be going on in all commodities at 
once. Afe. could imagine that in^an 
epidemic fit of the passion of gambling, 
all dealers, instead of giving only their 
accustomed orders to the manufac- 
turers or growers of their commodity, 
commenced buying up all of it which 
they could procure, as far as their 
capital and credit would go. All prices 
would rise enormously, even if there 
were no increase of money, and no 
paper credit, but a mere extension of 
purchases on book credits. After a 
time those who had bought would 
wish to sell, and prices would collapse. 

This is the ideal extreme case of 
what is called a commercial crisis. 
There is said to be a commercial crisis, 
when a great number of merchants and 
traders at once, either have, or appre- 
hend that they shall have, a difficulty 
in meeting their engagements. The 
most usual cause of this general em- 
harrassment, is the recoil of prices 
after they have been raised hy a spirit 
of speculation, intense in degree, and 
extending to many commodities. Some 
accident, which excites expectations of 
rising prices, such as the opening of a 
new foreign market, or simultaneous 
indications of a short supply of several 
great articles of commerce, sets specu- j 
lation at work in several leading de- 
partments at once. The prices rise, 
and the holders realize, or appear to 
have the power of realizing, gi’eat 
gains. In certain states of the public 
mind, such examples of rapid increase 
of fortune call forth numerous imita- 
tors, and speculation not only goes 
much beyond what is justified hy the 
original grounds fox expecting rise of 


m- 

price, hut extends itself to articles in 
which there never was any such ground: 
these, however, rise like the rest as 
soon as speculation sets in. At periods 
of this kind, a great extension of credit 
takes place. Not only do all whom 
the contagion reaches, employ their 
credit much more freely than usual ; 
hut they really have more credit, he^ 
cause they seem to be making unusual 
gains, and because a generally reckless 
and adventurous feeling prevails, which, 
disposes people to give as well as take- 
credit more largely than at other times, 
and give it to persons not entitled to 
it. In this manner, in the celebrated 
speculative year 1825, and at various 
other periods during the present cen- 
tury, the prices of many of the principal 
articles of commerce rose greatly, with- 
out any fall in others, so that general 
prices might, without incorrectness, be 
said to have risen. When, after such 
a rise, the reaction comes, and prices 
begin to fall, though at first perhaps, 
only through the desire of the holders 
to realize, speculative purchases cease : 
but were this all, prices would only 
fall to the level from which they rose, 
or to that which is j ustifie d by the state* 
of the consumption and of the supply. 
They fall, however, much lower; for- 
as, when prices were rising, and every- 
body apparently making a fortune, it 
was easy to obtain almost any amount 
of credit, so now, when everybody 
seems to he losing, and many fail en- 
tirely, it is with difficulty that fii’ms of 
known solidity can obtain even the 
credit to which they are accustomed, 
and which it is the greatest inconve- 
nience to them to be without ; because 
all dealers have engagements to fulfil, 
and nobody feeling sure that- the por- 
tion of his means which he has en- 
trusted to others will he available in 
time, no one likes to part with ready 
money, or to postpone his claim to it. 
To these rational considerations there 
is supetadded, in extreme cases, a 
panic as unreasoning as the previous 
over-confidence ; money is borrowed for 
sliort periods at almost any rate of in- 
terest, and sales of goods for immediate 
payment are made at almost any sacri- 
fice. Thus general prices, during a com- 


320 BOOK m. CHAPTEE XII. § 4. 


niercial revulsion, fall as mucli telow 
the usual level, as during the previous 
period of speculation they have risen 
above it : the fall, as well as the rise, 
originating not in anything affecting 
money, but in the state of credit; 
an unusually extended employment of 
credit during the earlier period, fol- 
lowed by a great diminution, never 
amounting howeter to an entire cessa- 
tion of it, in the later. 

It is not, however, universally true 
that the contraction of credit, charac- 
teristic of a commercial crisis, must 
have been preceded by an extraordinary 
• and irrational extension of it. There 
are other causes; and one of^the most 
recent crises, that of 1847, is an in 
stance, having been preceded by no 
particular' extension of credit, and by 
no speculations ; except those in rail- 
"way shares, which, though in many 
*cases extravagant enough, yet being 
carried on mostly with that portion of 
means which the speculatoi's could afford 
to lose, were not calculated to produce 
tbe wide-spread ruin which arises from 
\ucissitudes of price in the commodi- 
ties in which men habitually deal, and 
in which the bulk of their capital is 
'invested. The crisis of 1847 belonged 
to another class of mercantile pheno- 
mena. There occasionally happens a 
concurrence of circumstances tending 
to withdraw from the loan market a 
considerable portion of the capital 
which usually supplies it. These cir- 
cumstances, in the present case, were 
great foreign payments, (occasioned by 
a high price of cotton and an unpre- 
cedented importation of food,) together 
with the continual demands on the cir- 
culating capital of the country by rail- 
way calls and the loan transactions of 
railway companies, for the purpose of 
being converted into fixed capital and 
made unavailable- for future lending. 
These various demands fell princi- 
pally, as such demands always do, on 
the loan market. A great, though not 
the greatest part of the imported food, 
was actually paid for by the proceeds 
'^f a government loan. The extra pay- 
ments which purchasers of corn and 
'Cotton, and railway shareholders, found 
themselves obliged to make, were either 


made with their own spare cash, or with 
money raised for the occasion. On the 
first supposition, they were made by 
withdrawing deposits from bankers, 
and thus cutting off a part of the 
streams which fed the loan market; 
on the second supposition, they were 
made by actual drafts on the loan 
market, either by the sale of securities, 
or by taking up money at interest. This 
combination of a fresh demand for 
loans, with a curtailment of the capital 
disposable for tbem, raised the rate of 
interest, and made it impossible to 
borrow except on the very best se- 
curity, Some firms, therefore, which, 
by an improvident and unmercantile 
mode of conducting business had al- 
lowed their capital to become either 
temporarily or permanently unavail- 
able, became unable to command that 
perpetual renewal of credit which had 
previously enabled them to struggle 
on. These firms stopped payment: 
their failure involved more or less 
deeply many other firms which had 
trusted them ; and, as usual in such 
cases, the general distrust, commonly 
called a panic, began to set in, and 
might have produced a destruction of 
credit equal to that of 1825, had not 
circumstances which may almost he 
called accidental, given. * to a very 
simple measure of the government 
(the suspension of the Bank Charter 
Act of 1844) a fortunate power of 
allaying panic, to which, when con- 
sidered in itself, it had no sort of 
claim.* 

§ 4. The general operation of credit 
upon ^ prices ^heing such as we have 
described, it is evident that if any par- 
ticular mode or form of credit is cal- 
culated to have a greater operation on 
prices than others, it can only be by 
giving greater facility, or greater en- 
couragement, to the multiplication of 
* The commercial difficulties, not how- 
ever amounting to a commercial crisis, of 
1864, had essentially the same origin. 
Heavy payments for cotton imported at high 
prices, and large investments in banking and 
other joint-stock projects, combined with 
the loan operations of foreign governments, 
made such large drafts upon the loan market 
as to raise the rate of discount on mercantile 
bills as high as nine per cent, 




INFLUENGB OF CEEDIT ON PKICES. • S2I 


credit transactions generally. If bank 
notes, for instance, or bills, ,baTe a 
greater effect on prices than book 
credits, it is not by any difference in 
the transactions themseives, which are 
essentially the same, whether taking 
place in the one way or in the other: 
it rbiist be that there are likely to be 
more of them. If credit is likely to 
be more extensively used as a pur- 
chasing power when bank notes or 
bills are the instruments used, than 
when the credit is given by mere 
entries in an account, to that extent 
and no more there is ground for as- 
cribing to the former a greater power 
. over the markets than belongs to the 
latter. 

Now it appears that there is some 
such distinction. As far as respects 
the particular transaction, it makes no 
difference in the effect on price whether 
A buys goods of B on simple credit, or 
gives a bill for them, or pays for them 
with bank notes lent to him by a banker 
C. The difference is in a siibseq^uent 
stage. If A has bought the goods on 
a book credit, there is no obvious or 
convenient mode by which B can make 
A’s debt to him a means of extending 
his own credit. Whatever credit he 
has, will be due to the general opinion 
entertained of his solvency : he cannot 
specifically pledge A’s debt to a third 
person, as a security for money lent or 
goods bought. But if A has given him 
a bill for the amount, he can get this 
discounted, which is the same thing as 
borrowing money on the joint credit of 
A and himself: or he may pay away 
the hill in exchange for goods, which 
is obtaining goods on the same joint 
credit. In either case, here is a second 
credit transaction, grounded on the 
first, and which would not have taken 
place if the first had been transacted 
without the intervention of a bill. Nor 
need the transactions end here. The 
bill may be again discounted, or again 
. paid away for goods, several times be- 
fore it is itself presented for payment. 
Nor. would it be correct to say that 
these successive holders, if they had 
not had the bill, might have attained 
their purpose by purchasing goods on 
their own credit with the dealers. 


They may not all of them be persons 
of credit, or they may already have 
stretched their credit as far as it will 
go. And at all events, either money 
or goods are more readily obtained on 
the credit of two persons than of one. 
Nobody will pretend that it is as easy 
a thing for a merchant to borrow a 
thousand pounds on his own credit, as to 
get a bill discounted to the same amount, 
when the drawee is of known solvency. 

If we now suppose that A, instead of 
giving a hill, obtains a loan of bank 
notes from a banker 0, and with them 
pays B for his goods, we shall find the 
difference to be still gi’cater. B is now 
independent even of a discounter: A’s 
bill would have been taken in payment 
only by those who were acquainted 
with his reputation for solvency, hut a 
hanker is a person who has credit with 
the public generally, and whose notes 
are taken in payment by every one, at 
least in his own neighbourhood : inso- 
much that, by a custom which has 
growm into lav;-, payment in bank notes 
is a complete acquittance to the payer, 
whereas if he has paid by a bill, he 
still remains liable to the debt, if the 
person on whom the hill is drawn fails 
to pay it when due. B therefore can 
expend the whole of the bank notes 
without at all involving his own credit : 
and whatever power he had before of 
obtaining goods on book credit, remains 
to him unimpaired, in addition to the 
purchasing power he derives from the 
possession of the notes. The same re- 
mark applies to every person in suc- 
cession, into whose hands the notes 
may come. It is only A, the first 
holder, (who used his credit to obtain 
the notes as a loan from the issuer,) 
who can possibly find the credit he 
possesses in other quarters abated by 
it ; and even in his case that result is 
not probable; for though, in reason, 
and if all his circumstances vrere 
known, every draft already made upon 
his credit ought to diminish by so much 
his power of obtaining more, yet in 
practice the reverse more frequently 
happens, and his having been trusted 
by one person is supposed to be evi- 
dence that he may safely he trusted by- 
others alsc-. 
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It appears, therefore, that bank 
notes are a more powerful instrument 
for raising prices than bills, and bills 
than book credit. It does not, indeed, 
follow tliat credit will 'he more used 
because it can be. Wben tbe state of 
trade bolds out no particular tempta- 
tion to make large purcbases on credit, 
dealers will use only a small portion of 
tbe credit-power, and it will depend only 
on convenience wbetber tbe portion 
wbicb they use will be taken in one 
form or in another. It is not until tbe 
circumstances of the markets, and tbe 
state of tbe mercantile mind, render 
many persons desirous of stretching 
their credit to an unusual extent, that 
tbe distinctiye properties of tbe dif- 
ferent forms of credit display tbem- 
selves. Credit already stretched to 
the utmost in tbe form of book debts, 
would be susceptible of a great addi- 
tional extension by means of bills, and 
of a still greater by means of bank 
notes. Tbe first, because each dealer, 
in addition to bis own credit, would be 
enabled to create a further purchasing 
ower out of tbe credit which be bad 
imself given to others: tbe second, 
because tbe banker’s credit with tbe 
ublic at large, coined into notes, as 
ullion is coined into pieces of money 
to make it portable and divisible, is so 
much purchasing power superadded, 
in tbe bands of every successive bolder, 
to that wbicb he may derive from bis 
own credit. To state the matter other- 
wise ; one single exertion of tbe credit- 
power in the form of book credit, is 
only the foundation of a single pur- 
chase; but if a bill is drawn, that 
same portion of credit may serve for 
as many purcbases as tbe number of 
times the bill changes bands: while 
every bank note issued, renders tbe 
credit of tbe banker a purchasing 
power to that amount in tbe bands of 
all tbe successive holders, without im- 
paiiing any power they may possess of 
effecting purcbases on their ovm credit. 
Credit, in short, has exactly the same 
purchasing power with money; and as 
money tells upon prices not simply in 
proportion to its amount, but to its 
amount multiplied by the number of 
times it changes bands, so also does 


credit; and credit transferable from 
band to band is in tbafc proportion 
more potent than credit which only 
performs one purchase. 

§ 5. ^ All this purchasing power, how- 
ever, is operative upon prices, only 
according to the proportion of it which 
is used : and the effect, therefore, is 
only felt in a state of circumstances 
calculated to lead to an unusually ex- 
tended use of credit. In such a state 
of circumstances, that is, in speculative 
times, it cannot, I think, be denied, 
that prices are likely to rise higher if 
the speculative purchases are made 
with bank notes, than when they are 
made with bills, and when made by 
bills than when made by book credits. 
This, however, is of far less practical 
importance than might at first be 
imagined ; because, in point of fact, 
speculative purcbases are not in tbe 
great 'majority of cases, made either 
with bank notes or with bills, but 
are made almost exclusively on book 
credits. “Applications to tbe Bank for 
extended discount,” says the highest 
authority on such subjects,^' (and the 
same thing must be true of applications 
to other banks) “ occur rarely if ever 
in tbe origin or progress of extensive 
speculations in commodities. These are 
entered into, for tbe most part if not 
entirely, in the first instance, on credit 
for the length of term usual in tbe 
several trades; thus entailing on tbe 
parties no immediate necessity for bor- 
rowing so much as may be wanted for 
tbe-purpose beyond their owm available 
capital. This applies particularly to 
speculative purchases of commodities 
on the spot, with a view to resale. But 
these generally form the smaller pro- 
portion of engagements on credit. By 
far the largest of those entered into on 
the prospect of a rise of prices, ai'© 
such as nave in view importations from 
abroad. The same remark, too, is ap- 
plicable to the export of commodities, 
when a large proportion is on the credit 
of the shippers or their consignees. As 
long as circumstances hold out the 
prospect of a favourable result, the 

* Toolie’s Historif qf jpricei, vol. iv, pp. 
125— e. 
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credit of the parties is generaliy sus- 
tained. If some of them wish to realize, 
there are others with capital and credit 
read}' to replace them ; and if the events 
fully justify the grounds on which the 
speculative transactions were entered 
into (thus admitting of sales for con- 
sumption in time to replace the capital 
embarked) there is no unusual demand 
for borrowed capital to sustain them. 
It is only when by the vicissitudes of 
political events, or of the seasons, or 
other adventitious circumstances, the 
forthcoming supplies are found to ^ex- 
ceed the computed rate of consumption, 
and a fall of prices ensues, that an 
increased demand for capital takes 
place ; the market rate of' interest 
then rises, and increased applications 
are made to the Bank of England for 
discount.” So that the multiplication 
of bank notes and other transferable 
paper does not, for the most part, ac- 
company and facilitate the speculation ; 
hut comes into play chiefly when the 
tide is turning, and difficulties begin to 
he felt. 

Of the extraordinary height to 
which speculative transactions can he 
carried upon mere book credits, vrithout 
the smallest addition to what is com- 
monly called the currency, very few 
persons are at all aware. “ The power 
of pnrchase,” says Mr. Tooke,* “by 
persons having capital and credit, is 
much beyond anything that those who 
are unac(iuainted practically with spe- 
culative markets have any idea of. . . . 
A person .having the reputation of 
capital enough for his regular business, 
and enjoying good credit in his trade, 
if he takes a sanguine view of the 
prospect of a rise of price of the article 
in which he deals, and is favoured by 
circumstances in the outset and pro- 
gress of his speculation, may efiect pur- 
chases to an extent perfectly enormous, 
compared with his capital.” Mr. 
Tooke confirms this statement by some 
remarkable instances, exemplifying the 
immense purchasing power which may 
he exercised, and rise of price which 
may be produced, by credit not repre- 

* Inquiry into the Currency FrincipUj pp, 
■^9 aad 13 (i— 8, 


sented by either hank notes or hills of 
exchange. 

“x\mongst the earlier^ spectilators 
for an advance in the price tea, in 
consequence of our dispute with China 
in 1839, were several retail grocers and 
tea-deal^. There was a general dis- 
position among the trade to get into 
stock : that is, to lay in at once a quan- 
tity which would meet the probable 
demand from their customers tor seve- 
ral months to come. Some, however, 
among them, more sanguine and ad- 
venturous than the rest, availed them- 
selves of their credit with the importers 
and wholesale dealers, for purchasing 
quantities mnch beyond the estimated 
demand in their own business. As the ’ 
purchases were made in the first instance 
ostensibly, and perhaps really, for the 
legitimate purposes and within the 
limits of their regular business, the 
parties were enabled to buy without 
the condition of any deposit ; whereas 
speculators, known to he such, are 
required to pay 21 . per chest, to cover 
any probable difference of price which 
might arise before the expiration of the 

S ’, which, for this article, is three 
. Without, therefore, the outlay 
of a single farthing of actual capital or 
currency in any shape, they made pur- 
chases to a considerable extent; and 
with the profit realized on the resale of 
a part of these purchases, they were 
enabled to pay the deposit on further 
quantities when required, as was the 
case when the extent of the purchases 
attracted attention. In this way, the 
speculation went on at advancing 
prices (100 per cent and upwards) till’ 
nearly the expiration of the prompt, 
and if at that time circumstances had 
been such as to justify the appre- 
hension which at one-time prevailed, 
that all future supplies would be cut 
off, the prices might have still further 
advanced, and at any rate not have 
retrograded. In this case, the specu- 
lators might have realized, if not all 
the profit they had anticipated, a very 
handsome sum, upon which they might 
have been enabled to extend their 
business greatly, or to retire from it 
altogether, with a reputation for great 
sagacity in thus making their fortune* 
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But, instead of this favonrahle result, it 
so happened that two or three cargoes 
of tea which had been transhipped 
were admitted, contrary to expectation, 
to entry on their arrival here, and it 
was found that further indirect ship- 
ments were in progress. #?hus the 
supply was increased "beyond the cal- 
culation of the speculators : and at the 
same time, the consumption had been 
diminished by the high price. There 
was, consequently, a viment reaction 
on the market ; the spectilators were 
unable to sell without such a sacrifice 
as disabled them from fulfilling their 
engagements, and several of them con- 
sequently failed. Among these, one 
was mentioned, who having a capital 
not exceeding 1200Z., which was locked 
up in his business, had contrived to 
huy 400G chests, value above 80,OOOZ., 
the loss upon which was about 1<.),OOOZ. 

“ The other example which I have to 
give, is that of the operation oh the 
com market between 18.38 and 1842. 
There was an instance of a person who, 
when he entered on his extensive spe- 
culations, w^as, as it appeared by the 
suhsequent examination of his affairs, 
possessed of a capital not exceeding 
oOOOZ., hut being successful in the out- 
set, and favoured by circumstances in 
the progress of his operations, he con- 
trived to make purchases to such an 
extent, that when he stopped payment 
Ms engagements were found to amount 
to between 50O,OOOZ. and 600,OOOZ- 
Other instances might be cited of 
arties without any capital at all, who, 
y dint of mere credit, were enabled, 
while the aspect of the market favoured 
their views, to make purchases to a 
very great extent. 

And be it observed, that these 
speculations, involving enormous pur- 
chases on little or no capital, were 
carried on in 1839 and 1840, when the 
money market was in its most con- 
tracted state ; or when, according to 
modem phraseology, there was the 
greatest scarcity of money.” 

But though the great instrument of 
speculative purchases is hook credits, it 
cannot be contested that in speculative 
periods an increase does take place in 
the quantity both of bills of exchange 


and of hank notes. This increase, in. 
deed, so far as hank notes are concerned, 
hardly ever takes place in the earliest 
stage of the speculations ; advances 
from hankers (as Mr. Tooke observes) 
not being applied for in order to pur- 
chase, hut in order to hold on without 
selling, when the usual term of credit 
has expired, and the high price which 
was calculated on has not arrived. But 
the tea speculators mentioned by Mr. 
.Tooke could not have carried their 
speculations beyond the three months 
which are the usual term of credit in 
their trade, unless they had been able 
to obtain advances from bankers, which, 
if the expectation of a rise of price had 
still continued, they probably could 
have done. 

Since, then, credit in the form of 
hank notes is a more potent instrument 
for raising prices than hook credits, an 
unrestrained power of resorting to this 
instrument may contribute to prolong 
and heighten the speculative rise of 
prices, and hence to aggravate the suh- 
sequent recoil. But in what degree? 
and what importance ought we to 
ascribe to this possibility ? It may help 
us to form some judgment oii this point, 
if we consider the proportion which the 
utmost increase of hank notes in a 
period of speculation, Bears, I do not 
say to the whole mass of credit in the 
country, hut to the hills of exchange 
alone. The average amount of bills in 
existence at any one time is supposed 
greatly to exceed a hundred millions 
sterling.* The bank note circulation 
of Great Britain and Ireland seldom 
exceeds forty millions, and the increase 
in speculative periods at most two or 
three. And even this, as we have seen, 
hardly ever comes into play until that 
advanced period of the speculation at 
which the tide shows signs of turning, 
and the dealers generally are rather 
thinking of the means of fulfilling their 
existing engagements, than meditating 
an extension of them : while the quan- 
tity of hills in existence is largely in- 
creased from the very commencement 
of the speculations. 

§ 6. It is well known that of late 

* The most approved estimate is that of 
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years, an artificial Kmitatioa of tlie 
issue of bank notes lias been regai’ded 
by many political economists, and by a 
great portion of tlie public, as an ex-, 
pedient of supreme efficacy for prevent- 
ing, and wben it cannot prevent, for 
inodei'ating, the fever of speculation ; 
and this opinion received the recog- 
nition and sanction of the legislature 
by the CuiTency Act of 1 844. At ^ the 
oint, however, which our inquiries 
ave reached, though w'e have con- 
ceded to hank notes a greater power 
over prices than is possessed by bills or 
book credits, we have not found reason 
to think that this superior efficacy has 
much share in producing the rise of 
prices which accompanies a period of 
speculation, nor consequently that any 
restraint applied to this one instrii- 
mont, can he efficacious to the degree 
which is often supposed, in moderating 
either that rise, or the recoil which 
follows it. We shall he still less in- 
clined to think so, when we consider 
that there is a fourth form of credit 

Mr. Leathara, grounded 6n the official 
I'eturns of bill stamps issued. The following 
are the results : — 


Year. 

Bills created in 
Great Britain 
and Ireland, 
founded on re- 
turns of Bill 
Stamps issued 
from the Stamp 
Office, 

Average amount 
in circulation 
at one time in 
^each year. 

1832 

^356,153,409 

^^89,038, 352 

1833 

383,659,585 

95,914,896 

1834 

379,155,052 

94,788,763 

1835 

405,403,051 

101,350,762 

1835 

485,943,473 

121,485,868 

1837 

455,084,445 

113,771,111 

1S3S 1 

465,504,041 

116,376,010 

1839 

528,493,842 

132,123,460 


“ Mr.Xeatham,’' says Mr. Toolte, “gives 
the process by which, upon the data fur- 
nished by the returns of stamps, he arrives 
at these results-; and I am disposed to think 
that they are as near an approximation to 
the truth as the nature of the materials ad- 
mits of arriving at.” — Inqidry into the Gitr- 
reney Principle, p. 2G. Mr. Newmarch (Ap- 
pendix No. 39 to JReport of the Committee on. 
the Panic Acts iw 1857, and JUisfory of Prices, 
vol. vi. p. 587) shows grounds for the opinion 
that the total bill circulation in 1857 was 
not much less than 180 millions sterling, and 
that it sometimes rises to 200 millions. 


transactions, hy cheques on bankers, 
and transfers in a banker’s books, which 
is exactly parallel in every respect to 
hank notes, giving equal facilities to 
an extension of credit, and capable of 
acting on pnces quite as poweifiilly. 
In the words of Mr. Fullarton,* “ there 
is not a single object at' present at- 
tained through the agency of Bank of 
England notes, which might not he as 
effectnally accomplished hy each indi- 
vidiial keeping an account with the 
hank, and transacting all Ms payments 
of five pounds and upwards hy cheque.” 
A hank, instead of lending its notes to 
a merchant or dealer, might open an 
account with him, and credit the ac- 
count with the sum it had agreed to 
advance : on an understanding that he 
should not draw out that sum in any 
other mode than hy drawing cheques 
against it in favour of those to whom 
he had occasion to make payments. 
These cheques might possibly even 
pass from hand to hand like hank 
notes ; more commonly however the 
receiver would pay them into the 
hands of his own banker, and when he 
wanted the money, would draw a fresh 
cheque against it: and hence an ob- 
jector may urge that as the original 
cheque would very soon he presented 
for payment, when it must be paid 
either in notes or in coin, notes or coin 
to an equal amount must he proMded 
as the ultimate means of liquidation. 
It is not so, however. The person to 
whom the cheque is transferred, may 
perhaps deal with the same banker, 
and the cheque may return to the very 
bank on which it was drawn : this is 
very often the case in country districts ; 
if so, no payment will be called for, but 
a simple transfer in the banker’s books 
will settle the transaction. If the 
cheque is paid into a different bank, it 
will not be presented for payment, 
but liquidated by set-off against other 
cheques ; and in a state of circum- 
stances favourable to a general exten- 
sion of banking credits, a banker who 
has granted more credit, and has there- 
fore more cheques drawn on him, will 
also have more cheques on other 
bankers paid to him, and will only have 
* On the Regulation of Currencies, p. 41, 
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to provide notes or casli for tlie pay- 
ment of balances; forwHcb purpose 
the ordinary reserve of prudent bankers, 
one-third of their liabilities, will abun- 
dantly suffice. Now, if he had granted 
the extension of credit by means of an 
issue of his own notes, he must equally 
have retained, in coin or Bank of 
England notes, the usual reserve: so 
that he can, as Mr. Fullarton says, give 
every facility of credit by what may be 
termed a cheque circulation, which he 
could give hy a note circulation. 

This extension of credit by entries in 
a banker’s hooks, has all that superior ; 
efficiency in acting on prices, which we | 
ascribed to an extension hy means of i 
bank notes. As a bank note of 202., j 
paid to any one, giyes him 202. of pur- ! 
chasing-power based on credit, over 
and above whatever credit he had ^ of 
his own, so does a cheque paid to him 
do the same : for, although he may 
make no purchase with the cheque 
itself, he deposits it with his hanker, 
and can draw against it. As this act 
of drawing a cheque against another 
which has been exchanged and can- 
celled, can he repeated as often as a 
purchase wdth a bank note, it effects 
the same increase of purchasing power. 
The original loan, or credit, given hy 
the hanker to his customer, is po- 
tentially multiplied as a means of pur- 
chase, in the hands of the successive 
persons to whom portions of the credit 
are paid away, just as the purchasing 
power of a hank note is multiplied hy 
the number of persons through whose | 
hands it passes before it is returned to 
the issuer. 

These considerations abate very 
much from the importance of any 
effect -which can be produced in allay- 
ing the vicissitudes of commerce, by 
so superficial a contrivance as the one 
so much relied on of late, the restric- 
tion of the issue of hank notes hy an 
artificial rule. An examination of all 
the consequences of that restriction, 
andean estimate of the reasons for and 
against it, must be deferred until we 
have treated of tbe foreign exchanges, 
and^ the international movements of 
hulHon. At present we are only con- 
cerned with the general theory of 


prices, of which the different influence 
of different kinds of credit is an essen- 
tial part. 

§ 7. There has been a great amount 
of discussion and argument on the ques- 
tion whether several of these forms of 
credit, and in particnlar whether hank 
notes, ought to he considered as money. 
The question is so purely verbal as to 
be scarcely worth raising, and one 
would have some difficulty in compre- 
hending why so much importance is 
attached to it, if there were not some 
authorities who, still adhering to 'the 
doctrine of the infancy of society and 
of political economy, that the quantity 
of money, compared with that of com- 
modities, determines general prices, 
think it important to prove that bank 
notes and no other forms of credit are 
money, in order to support the infer- 
ence that bank notes and no other forms 
of credit influence prices. It is obvious, 
however, that prices do not depend on 
money, hut on purchases. Money left 
with a hanker, and not drawn against,, 
or drawn against for other purposes' 
than buying commodities, has no effect 
on prices, any more than credit which 
is not used. Credit which is used to 
purchase commodities, affects prices in 
the same manner as money. Money 
and credit are thus exactly on a par, 
in their effect on prices ; and whether 
we choose to class hank notes with the 
one or the other, is in this respect en- 
tirely immaterial. 

Since, however, this question of 
nomenclature has been raised, it seems 
desirable that it should be answered. 
The reason given for considering hank 
notes as money, is, that bylaw and 
usage they have the property, in com- 
mon with metallic money, of finally 
closing the transactions in which they 
are employed: while no other mode 
of paying one debt by transferring 
another lias that privilege. The first 
remark which here suggests itself is, 
that on this showing, the notes at 
least of private banks are not money ; 
for a creditor cannot be forced to accept 
them in payment of a debt. They cer- 
tainly close the transaction if he does/ 
accept them ; but so, on the same sup- 
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position, would a bale of clotli, or a 
pipe of wine ; wbick are not for tbat 
reason regarded as money. It seems 
to be an essential part of tke idea of 
money, that it be legal tender. An in- 
convertible paper wEicb is legal tender 
is universally admitted to be money ; 
in tbe Erencb language the pbrase 
jpajpier-’monnaie actually incon- 

'’Jertibility, convertible notes being 
memlj hillets dt ^orteur. It is only in 
tbe case of Bank of England notes un der 
tbe law of convertibility, that any diffi- 
culty arises ; those notes not being. a 
legal tender from the Bank itself, 
tbougb a legal tender from all other 
ersons. Bank of England notes un- 
oubtedly do close transactions, so far 
as respects the buyer. When he has 
once paid in Bank of England notes, 
he can in no case be required to pay 
over again. But I confess I cannot 
see how the transaction can he deemed 
complete as regards the seller, when 
he will only be found to have received 
the price of his commodity provided 
the bank keeps its promise to pay. ^ An 
instrument which would be deprived 
of all value by the insolvency of a cor- 
poration, cannot be money in any 
sense in which money is opposed to 
credit. It either is not money, or it 
is money and credit too. It may be | 
most siiitably desci'ibed as coined ere- j 
dit. Tbe other forms of credit may ; 
be distinguished from it as credit in 
ingots. 

§ 8. Some high authorities have 
claimed for hank notes, as compared 
with other modes of credit, a greater 
distinction in respect to influence on 
price than we have seen reason to allow; 
a difference, not in degree, but in kind. 
They ground this distinction on the 
fact, that all hills and cheques, as well 
as all hook-debts, are from the first in- 
tended to be, and actually are, ulti- 
mately liquidated either in coin or in 
notes. The bank notes in circulation, 
jointly with the coin, are therefore, 
according to these authorities, the 
basis on which all the other expedients , 
of credit rest ; and in proportion to 
the basis will be the superstructure ; 
insomuch that the quantity of bank 
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notes determines that of all the other 
forms of credit. If bank notes are 
multiplied, there will, they seem to 
think, he more hills, more payments 
by cheque, and, I presume, more 
hook credits ; and, by regulating and 
limiting the issue of bank notes, they 
think that all other forms of credit are, 
by an indirect consequence, brought 
under a similar limitation. I believe 
I bave stated the opinion of these 
authorities correctly, though I have 
nowhere seen the grounds of it set 
forth with such distinctness as to make 
me feel quite certain that I understand 
them. It may he true,* that according 
as there are more or fewer bank notes, 
there is also, in general (though not 
invariably), more or less of other de- 
scriptions of credit ; for the same state 
of affairs which leads to an increase of 
credit in one shape, leads to an increase 
of it in other shapes. But I see na 
reason for believing that the one is the 
cause of the other. If indeed we begin 
by assuming, as I suspect is tacitly 
done, that prices are regulated by coin 
and hank notes, the proposition main- 
tained will certainly follow : for, accord- 
ing as prices are higher or lower, the 
same purchases will give rise to bills, 
cheques, and book credits of a larger 
or a smaller amount. But the premise 
in this reasoning is the very proposi- 
tion to he proved. S etting thi s ass ump- 
tion aside, I know not how the conclu- 
sion can he substantiated. The credit 
given to any one by those with whom 
he deals, does not depend on the quan- 
tity of bank notes or coin in circulation 
at the time, but on their opinion of his 
solvency : if any consideration of a more 
general character enters into their cal- 
culation, it is only in a time of pressui’©- 
on the loan market, when they are not 
certain of being themselves able to ob- 
tain the credit on which they have been, 
accustomed to rely ; and even then, 
what they look to is the general state 
of the loan market, and not (precon- 
ceived theory apart) the amount of* 
hank notes. So fai^ as to the willing- 
ness io give credit. And the willing- 
ness of a dealer to use his credit, de- 
pends on his expectations of gain, that 
is, on his opinion of the probable fntura 
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price of liis commodity ; an opinion 
grounded either on the rise or fall 
already going on, or on his prospective 
judgment respecting the supply and the 
rate of consumption. When a dealer 
extends his purchases beyond his im- 
mediate means of payment, engaging 
to pay at a specified time, he does so 
in the expectation either that the trans- 
action will have terminated favourably 
before that time arrives, or that he 
shall then he in possession of suflScient 
funds from the proceeds of his other 
transactions. The fulfilment of these 
expectations depends upon prices, hut 
not specially upon the amount of hank 
notes. He may, doubtless, also ask him- 
self, in case he should he disappointed 
in these expectations, to what quarter 
he can look for a temporary advance, 
to enable him, at the worst, to keep 
his engagements. But in the first 
place, this prospective rcficction on the 
somewhat more or less of difficulty 
which he may have in tiding over his 
embaiTassments, seems too slender an 


inducement to he much of a restraint 
in a period supposed to be one of rash ad- 
venture, and upon persons so confident 
of success as to involve themselves be- 
yond their certain means of extrication. 
And further,! apprehend that their con- 
fidence of being helped out in the event 
of ill-fortune, will mainly depend on 
their opinion of their own individual 
credit, with, perhaps, some considera- 
tion, not of the quantity of the currency, 
hut of the general state of the loan 
market. They are aware that, in case 
of a commercial crisis, they shall have 
difficulty in obtaining advances. But 
if they thought it likely that, a com- 
mercial crisis would occur , before they 
had realized, they would not speculate. 
If no great contraction of general cre- 
dit occurs, they will feel no doubt of 
obtaining * any advances which they 
absolutely require, provided the state 
of their own affairs at the time affords 
in the estimation of lenders a sufficient 
prospect that those advances A^'ill ho 
repaid. 


CHAPTER XIH. 

OF AH IHCOHVERTIBLE PAPER CURRENCY. 


§ 1. After experience had shown 
that pieces of paper, of no intrinsic 
value, by merely bearing upon them 
the written. profession of being equiva- 
lent to a certain number of francs, dol- 
lars, or pounds, could be made to circu- 
late as such, Rnd to produce all the 
benefit to the issuers which could have 
been produced by the coins which they 
imported to represent; governments 
egan to think that it would be a happy 
device if they could appropriate to them- 
selves this benefit, free from the con- 
dition to which individuals issuing such 
paper substitutes for money w’-ere sub- 
ject, of giving, when required, for the 
sign, the thing signified. They deter- 
mined to try whether they could not 
emancipate themselves from this un- 
pleasant obligation, and make a piece 
of paper issued by them pass for a 
pound, by merely calling it a pound, 


and consenting to receive it in payment 
of the taxes. And such is the influence 
of almost all established governments, 
that they have generally succeeded in 
attaining this oljject : I believe 1 might 
say they have always succeeded for a 
time, and the power has only been lost 
to them after they had compromised it 
by the most flagrant abuse. 

In the case supposed, the functions 
of money are performed by a thing 
’which derives its power of performing 
them solely from convention ; but con- 
vention is quite sufficient to confer the 
power ; since nothing more is needful 
to make a person accept anything as 
money, and even at any arbitrary value, 
than the persuasion that it will be 
taken from him on the same terms by 
others. The only question is, what de- 
termines the value of such a currency ; 
since it cannot be, as in the case of gold 
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and silver (or paper escliangeaWe for 
them at pleasure), the cost of produc- 
tion. ' ^ 

AVe have seen, however, that even in 
the case of a metallic ciirrency, the im- 
mediate agency in determining' its value 
is its quantity. If' the quantity, in- 
stead of depending on the ordinary mer- 
cantile motives of profit and loss, could 
he arhitrarily fixed by authority, the 
value would depend on the fiat of that 
authority, not on cost of production. 
The quantity of a paper currency not 
convertible into the metals at the option 
of the holder, can ‘be arbitrarily fixed ; 
especially if the issuer is the sovereign 
power of the state. The value, there- 
fore, of such a currency, is entirely 
arbitrary. 

Suppose that, in a country^ of which 
the currency is wholly metallic, a paper 
currency is suddenly issued, to ^the 
amount of half the metallic circnlation : 
not by a banking establishment, or in 
the form of loans, hut by the govern- 
ment, in payment of salaries and pur- 
chase of commodities. The currency 
being suddenly increased by one-half, 
all prices will rise, and among the 
rest, the prices of all things made of 
gold and silver. An ounce of manu- 
factured gold will become more valu- 
able than an ounce of gold coin, by 
more than that customary difference 
which compensates for the value of the 
workmanship ; and it will be profitable 
to melt the coin for the. purpose of 
being manufactured, imtil as much has 
been taken firom the currency by the 
subtraction of gold, as had been added 
to it by the issue of paper. Then prices 
will relapse to what they were at first, 
and there will be nothing changed ex- 
cept that a paper currency has been 
substituted for half of the metallic cur- 
rency which existed before. Suppose, 
now, a second emission of paper ; the 
same series of effects will be renewed; 
and so on, until the whole of the* me- 
tallic money has disappeared : that is, 
if paper be issued of as low a denomi- 
nation as the lowest coin ; if not, as 
much will remain, as convenience re- 
quires for the smaller payments. The 
addition made to the quantity of gold 
and silver disposable for ornamental 
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purposes, will somewhat reduce, for a 
time, the value of the article ; and as 
long as this is the case, even though 
paper has been issued to the original 
amount of the metallic circulation, as 
much coin will remain in circulation 
along with it, as will keep the value of 
the currency down to the reduced value 
of the metallic material ; but the value 
having fallen below the cost of produc- 
tion, a stoppage or diminution of the 
supply from the mines will enable the 
surplus to he carried off by the ordinary' 
agents of destruction, after which, the 
metals and the currency will recover 
their natural value. AVe are here sup- 
posing, as we have supposed throug-h- 
out, that the country has mines of its 
own, and no commercial intercourse 
with other countries: for, in a country 
having foreign trade, the coin which is 
rendered superfluous by an issue of 
paper is carried off by a much prompter 
method. 

Up to this point, the effects of a 
paper currency are substantially the 
same, whether it is convertible into 
specie or not. It is when the metals 
have been cQmpletely superseded apd 
driven from circulation, that the diffe- 
rence between convei*tible and incon- 
vertible paper begins to be operative. 
AVhen the gold or silver has all gone 
from circulation, and an equal quantity 
of paper has taken its place, suppose 
that a still further issue is superadded. 
The same series of phenomena recom- 
mences : prices rise, among the rest 
the prices of gold and silver ai'ticles, 
and it becomes an object as before to 
rocure coin in order to convert it into 
ullion. There is no longer any coin 
in circulation; but if the paper cur- 
rency is convertible, coin may s till he 
obtained from the issuers, in exchange 
for notes. All additional notes, there- 
fore, which are attempted to be forced 
into circulation after the metals have 
been completely superseded, -will retmu 
upon the issuers in exchange for coin ; 
and they will not be able to maintaiu 
in circulation such a quantity of con- 
vertible paper, as to sink its value below 
the metal which it represents. It is 
not so, however, with an inconvertible 
cmrency. To the increase of that (as 
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permitted ly law) there is no check. 
The issuers may add to it indefinitely, 
lowering its value and raising prices in 
proportion ; they may, in other words, 
depreciate the currency without limit. 

Such a power, in whomsoever vested, 
is an intolerable evil. All variations 
in the value of the circulating medium 
are mischievous : they disturb existing 
contracts and expectations, and the 
liability to such changes renders every 
pecuniary engagement of long date 
entirely precarious. The person who 
buys for himself, or gives to another, 
an annuity of lOOZ., does not know 
whether it will be equivalent to 200Z. 
or to 50Z. a few years hence. Great 
as dhis evil would be if it depended 
only on. accident, it is still greater 
when placed at the arbitrary disposal 
of an individual or a body of 'indi- 
viduals; who may have any. kind or 
degree of interest to be served by an 
artificial fluctuation in fortunes; and 
who have at any rate a strong interest 
in issuing as much as possible, each 
issue being in itself a source of profit. 
Kot to ad^ that the issuers may have, 
and in the case of a government paper 
always have, a direct interest in lower- 
ing the value of the currency, because 
it is the medium in which their own 
debts are computed. 

§ 2. In order that the value of the 
currency may be secure from being 
altered by design, and may be as little 
as possible liable to fluctuation from 
accident, the articles least liable of ail 
known commodities to vary in their 
value, the precious metals, have been 
made in all civilized countries the 
standard of value for the circulating 
medium ; and no paper currency ought 
to exist of which the value cannot he 
made to conform to theirs. Nor has 
this fundamental maxim ever been en- 
tirely lost sight of even by the govern- 
ments whicn have most abused the 
power of creating inconvertible paper. 
If they, have not (as they generally 
have) professed an intention of paying 
in specie at some indefinite future 'time, 
they have at least, by giving to their 
paper issues the names of their coins, 
made a virtual, though generally a 


false, profession of intending to ke% 
them at a value corresponding to that 
of the coins. This is not impracticable,: 
even with an inconvertible paper. 
There is not indeed the self-acting 
check which convertibility brings with 
it. But there is a clear and unequi- 
vocal indication by which to judg® 
whether the currency is depreciated, 
and to what extent. That indication 
is, the price of the precious metals. 
When holders of paper cannot demand 
coin to be converted into bullion, and 
when there is none left in circulation, 
bullion rises and falls in price like other 
things'; and if it is above the Mint 
price, if an ounce of gold, which would 
be coined into the equivalent of 
Zl. 17s. lOid, is sold for 4Z, or 5Z. in 
paper, the value of the currency has 
sunk just that much below what the 
value of a metallic currency would be. 
If, therefore, the issue of inconvertible 
paper were subjected to strict rules, 
one rule being that whenever bullion 
rose above the Mint price, 'the issues 
should be contracted until the market 
price of bullion and the Mint price were 
again in accordance, such a cun-ency 
would not be subject to any of the evils 
usually deemed inherent in an incon- 
vertible mper. 

But also such a system of currency 
would have no advantages sufficient to 
recommend it to adoption. An incon- 
vertihle currency, regulated by the 
price of bullion, would conform exactly, 
in all its variations, to a convertible 
one ; and the only advantage gained, 
would be that of exemption from the 
necessity of keeping any reserve of the 
precious metals ; which is not a very 
important consideration, especially as 
a government, so long as its good faith 
is not suspected, needs not keep so 
large a reserve as private issuers, being 
not so liable to great and sudden de- 
mands, since there never can be any 
real* doubt of its solvency. Against 
this small advantage is to be set, in the 
first place, the possibility of frandulent 
tampering with the price of bullion for 
the sake of acting on the currency ; in 
the manner of the fictitious sales of 
com, to influence the averages, so 
much and so justly complained of while 
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the com laws were in force. But a 
still strong^er consideration is the im- 
portance of adhering to a simple prin- 
ciple, intelligible to* the most untaught 
capacity. Everybody can understand 
convertibility ; every one sees that 
what can be at any moment exchanged 
for five pounds, is worth five pounds. 
Regulation hy the price of bullion is 
a more complex idea, and does not re- 
coKi mend itself through the same fa- 
miliar associations. There would he 
nothing like the same confidence, by 
the public generally, in an inconver- 
tible currency so regulated, as in a con- 
vertible one : and the most instructed 
person might reasonably doubt whether 
such a rule would be as likely to be in- 
flexibly adhered to. The grounds of 
the rule not being so well understood 
by the public, opinion would probably 
not enforce it with as much rigidity, 
and, in any circumstances of difficulty, 
would be likely to turn against it, 
while to the government itself a sus- 
pension of convertibility would appear 
a much stronger and more extreme 
measiu’e, than a relaxation of what 
might possibly be considered a some- 
what artificial rale. There is therefore 
a great preponderance of reasons in 
favour of a convertible, in preference to 
even the best regulated inconvertible 
currency. The temptation to over- 
issue, in certain financial emergencies, 
is so strong, that nothing is admissible 
which can tend, in however slight a 
degree, to weaken the harriers that 
restrain it. 

§ 3. Although no doctrine in poli- 
tical economy rests on more obvious 
grounds than the mischief of a paper 
currency not maintained at the same 
value with a metallic, either hy con- 
vertibility, or by some principle of limi- 
tation equivalent to it ; and although, 
accordingly, this doctrine has, though 
not till after the discussions of many 
years, been tolerably effectually 
drummed into the public mind ; yet 
dissentients are still numerous, and 
projectors every now and then start 
up, with plans for curing all thg econo- 
mical evils of society hy means of an 
unlimited issue of inconvertible paper. 


There is, in truth, a great charm in th^ 
idea. To he able to pay off the na- 
tional debt, defray the expenses of go- 
vernment without taxation, and in fine, 
to make the fortunes of the whole com- 
munity, is a brilliant prospect, when 
once a man is capable of believing that 
' printing a few characters on bits of 
paper will do it. The philosopher’s 
stone, could not be expected to do 
more. 

As these projects, however often 
slain, always resuscitate, it is not su- 
perfluons to examine one or two of the 
fallacies hy which the schemers impose 
upon themselves. One of the com- 
monest is, that a paper cuiTency can- 
not be issued in excess so long as eveiy 
note issued rej^resents property, or has 
a foundation of actual property to 
rest on. These phrases, of represent- 
ing and resting, seldom convey any 
distinct or well-defined idea ; when 
they do, their meaning is no more than 
this — that the issuers of the paper 
must have property, either of their 
own or entrusted to them, to the value 
of all the notes they issue; though 
for what purpose does not very cleariy 
appear ; for if the property cannot he 
claimed in exchange for the notes, it is. 
difficult to divine in what manner its 
mere existence can serve to uphold 
their value. I presume, however, it is 
intended as a guarantee that the 
holders would he finally reimbursed, in 
case any untoward event should cause 
the whole concern to he wound up. On 
this theory there have been many 
schemes for “ coining the whole land of ' 
the country into money” and the like. 

In so fg,r as this notion has any con- 
nexion at aU with reason, if seems to 
originate in confounding two entirely 
distinct evils, to which a paper cur- 
rency is, liable. One is, the insolvency 
of the issuers ; which, if the paper is 
grounded on their credit—if it makes 
any promise of payment in cash, either 
on demand or at any future time-“of 
course deprives the paper of any value 
which it derives from the promise. To 
this evil paper credit is equally liable, 
however moderately used ; and against 
it, a proviso that all issues should be 
“ founded on property,” as for instance 
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that notes sliould only be issued on the 
security of some valuable thing ex- 
pressly pledged for their redemption, 
would really he efficacious as a pre- 
caution. But the theory takes no ac- 
count of another evil, which is incident 
to the notes of the most solvent firm, 
company, or government : that of being 
depreciated in value from being issued 
in excessive quantity. The assignats, 
during the French Revolution, were an 
example of a currency grounded on 
thoce principles. The assignats “re- 
reiented” an immense , amount of 
ighiy valuable property, namely the 
lands of the crown, the church, the 
monasteries, and the emigrants ; 
amounting possibly to half the terri- 
tory of France'. They were, in fact, 
orders or assignments on this mass of 
land. The revolutionary government 
had the idea of “ coining” these lands 
into money; hut, to do them justice, 
they did not originally contemplate the 
immense multiplication of issues to 
which they were eventually driven by 
the failure of all other financial re- 
sources. They imagined that the as- 
signats would come rapidly hack to the 
issuers in exchange for land, and that 
they should be able to reissue them 
continually until the lands were all 
disposed of, without having at any 
time more than a very moderate quan- 
tity in circulation. Their hope was 
frustrated: the land did not sell so 
quickly as they expected ; buyers were 
not inclined to invest their money in 
possessions which were likely to he re- 
sumed without compensation if the 
Revolution succumbed : the hits of 
paper which represented land, becom- 
ing prodigiously multiplied, could no 
more keep up their value than the 
land itself would have done if it had 
all been brought to market at once : 
and the result was that it at last re- 
quired an assignat of six hundred 
francs to pay for a pound of butter. i 
The example of the assignats has 
been said not to he conclusive, because 
an assignat only represented land in 
general, but not a definite quantity of 
land. To have prevented their depre- 
ciation, the proper course, it is affirmed, 
would, have been to have made a vaiua- ■ 


tion of all the confiscated property at 
its metallic value, and to have issued 
assignats up to, but not beyond, that 
limit ; giving to the holders a right to 
demand any piece of land, at its re- 
gistered valuation, in exchange for 
assignats to the same amount. There 
can he no question about the superiority 
of this plan over the one actually 
adopted. Had this course been fol- 
lowed, the assignats could never have 
been depreciated to the inordinate de- 
gree they were ; for — as they would have 
retained all their purchasing power in 
relation to land, however much they 
might have fallen in respect to other 
things — before they had lost very much 
of their market value, they would pro- 
bably have been brought in to be ex- 
changed for land. It must he remem- 
bered, however, that their not being 
depreciated would presuppose that no 
greater number of them continued in 
circulation than would have circulated 
if they had been convertible into cash. 
However convenient, therefore, in a 
time of revolution, this currency con- 
vertible into land on demand might 
have been, as a contrivance for selling 
rapidly a great quantity of land with 
the least possible sacrifice ; it is diffi- 
cult to see what advantage it would 
have, as the permanent system of a 
country, over a currency convertible 
into coin : while it is not at all difficult 
to see what would he its disadvantages ; 
since land is far more variable in value 
than gold and silver ; and besides, land, 
to most persons, being rather an in- 
cumbrance than a desirable possession, 
except to be converted, into money, 
people would submit to a much greater 
depreciation before demanding land, 
than they will before demanding gold 
or silver.* 

§ 4. Another of the ffillacies from 
which the advocates of an inconvertible 

* Among the schemes of currency to which, 
strange to say, intelligent writers have been, 
found to give their sanction, one is as fol- 
lows : that the state should receive in pledge 
or mortgage, any kind or amount of propert3% 
such as land, stock, &c., and should advance 
to the owners inconvertible paper money to 
the estimated value. Such a currency would 
not even have the recommendations of the 
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currency derive snpport, is tliG notion 
tliat an increase of tlie currency 
quickens industry. TLis idea was set 
afloat "by Hume, in liis Essay on 
Money, and lias had many devoted ad- 
herents since ; witness the Binningliam 
currency school, of whom Mr. Attwood 
was at one time the most conspicuous 
representative. Mr. Attwood main- 
tained that a rise of prices produced by 
an increase of paper currency, stimu- 
lates every producer to his utniost ex- 
ertions, and brings all the capital and 
labour of the country into complete 
employment : and that this has inva- 
riably happened in all periods of rising 
prices, when the rise was on a suffi- 
ciently great scale. I presume, how- 
ever, that the inducement which, ac- 
cording to Mr. Attwood, excited this 
unusual ardour in all persons engaged 
in production, must have been the ex- 
ectation of getting more of commo- 
ities generally, more real wealth, in 
exchange for the produce of their 
labour, and not merely more pieces of 
paper. This expectation, however, 
must have been, by the very terms of 
the supposition, disappointed, since, all 
prices being supposed to rise equally, 
no one was really hotter paid tor his 
goods than before. Those who agree 
with Mr. Attwood could only succeed 
in winning people on to these unwonted 
exertions, by a prolongation of what 
would in fact he a delusion; contriving 
matters so, that by a progressive rise 
of money prices, every producer shall 
always seem to be in the very act of 
obtaining an increased remuneration 
which he never, in reality, does obtain. 
It is unnecessary to advert to any 
other of the objections to this plan, 
than that of its total impracticability. 
It calculates on finding the whole world 
persisting for ever in the belief that 
more pieces of paper are more riches, 
and never discovering that, with all 
their paper, they cannot buy more of 

imaginary assignats supposed in the textj 
since those into whose hands the notes were 
paid by the pei'sons who received them, could 
not return them to the Government, and de- 
mand in exchange land or stock which was 
only pledged, not alienated. There would 
he no reflux of such assignats as these, and 
their depreciation would be indefinite. 


anything than they could before. No 
such mistake was made during any of 
the^periods of high prices, on the ex- 
perience of which this school lays so 
much stress. At the periods which 
Mr. Attwood mistook for times of 
prosperity, and which were simply (as 
all periods of high prices, under a 
convertible currency, must be) times 
of speculation, the speculators did not 
think they were growing rich because- 
the' high prices would last, but because 
they would not last, and because who- 
ever contrived to realize while they did 
last, would find himself, after the re- 
coil, in possession of a greater numher 
of pounds sterling, without their hav- 
ing become of less value. If, at the 
close of the speculation, an issue of 
paper had been made, sufficient to keep 
prices up to the point which they at- 
tained when at the highest, no one 
would have been more disappointed 
than the speculators ; since the gain 
which they thought to have reaped by 
realizing in time (at the expense of 
their competitors, who bought when 
they sold, and had to sell after the revul- 
sion) would have faded away in their 
hands, and instead of it they would 
have got nothing except a few more 
paper tickets to coimt by. 

Hume’s version of the doctrine dif- 
fered in a slight degree from Mr. 
Attwood’s. He thought that all com- 
modities would not rise in price simul- 
taneously, and that some persons 
therefore would obtain a real gain, by 
getting more money for what they had 
to sell, while the things which they 
wished to buy might not yet have 
risen. And those vrho would reap this 
gain would always he (he seems to 
think) the first comers. It seems 
obvious, how’ever, that for every person 
who thus gains more than usual, there 
is necessarily some other person who 
gains less. The loser, if things took 
place as Hume supposes, would be the 
seller of the commodities which are 
slowest to rise ; who, by the supposi- 
tion, parts with his goods at the old 
prices, to purchasers who have already 
benefited by the new. This seller has 
obtained for his commodity only the 
accustomed quantity of money, while 
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tli^^re are already some tilings of wliich 
tliat money will no longer pnrcliase as 
mncli as before. If, therefore, he 
knows what is going on, he will raise 
his price, and then the buyer will not 
have the gain, which is supposed to 
stimulate his industry. But if, on the 
contrary, the seller does not know the 
state of the case, and only discovers it 
when he finds, in laying his money out, 
that it does not go so far, he then ob- 
tains less than the ordinary remunera- 
tion for his labour and capital ; and if 
the other dealer’s industryis encou- 
raged, it should seem that his must, 
from the opposite cause, be inpaired. 

§ 5. There is no way in which a 
general and permanent rise of prices, 
or in other words, depreciation of money, 
can benefit anyliody, except at the ex- 
pense of somebody else. The substitu- 
tion of paper for metallic currency is 
a national gain : any further increase 
cf paper beyond this is hut a form of 
robbery. 

An issue of notes is a manifest gain 
to the issuers, who, until the notes are 
returned for payment, obtain the use of 
them as if they were a real capital; 
and so long as the notes are no perma- 
nent addition to the currency, but 
merely supersede gold or silver to the 
same amount, the gain of the issuer is 
a loss to no one : it is obtained by 
saving to the community the expense 
•of the more costly materiah But if 
there is no gold or silver to he super- 
seded — ^if the notes are added to the 
currency, instead of being substituted 
for the metallic part of it— all holders 
of currency lose, by the depreciation of 
its value, the exact equivalent of what 
the issuer gains. A tax is virtually 
levied on them for his benefit. It will 
he objected by some, that gains are 
also made by the producers and dealers 
who, by means of the increased issue, 
are accommodated with loans. Theirs, 
however, is not an additional gain, but 
a. portion of that which is reaped by the 
issuer at the expense of aU possessors 
-of money. The profits arising from the 
contribution levied upon the public, he 
does not keep to himself, but divides 
with his customers. 


But besides the benefit reaped by 
the issuers, or by others through them 
at the expense of the public generally, 
there is another unjust gain obtained 
by a larger class, namely by those who 
are under fixed pecuniary obligations. 
AH such persons are freed, by a depre- 
ciation of the currency, from a portion 
of the burthen of their debts or other 
engagements: in other words, part of 
the property of their creditors is gra- 
tuitously transferred to them. On a 
superficial view it may be imagined 
that this is an advantage to industry ; 
since the productive classes are great 
borrowers, and generally owe larger 
debts to the unproductive (if we include 
among the latter all persons not actually 
in business) than the unproductive 
classes owe to them : especially if the 
national debt be included. It is only 
thus that a general rise of piices can 
he a source of benefit to producers and 
dealers; by diminishing the pressure 
of their fixed burthens- And this might 
he accounted an advantage, if integrity 
and good faith were of no importance 
to the world, and .to industry and com- 
merce in particular. Not many, how- 
ever, have been found to say that the 
cun-ency ought to be depreciated on the 
simple ground of its being desirable to 
rob the national creditor and private cre- 
ditors of a part of what is in their bond. 
The, schemes which have tended that 
way have almost always had some ap- 
pearance of special and circumstantial 
justification, such as the necessity of 
compensating for a prior injustice com- 
mitted in the contrary direction. 

§ 6. Thus in England, for many 
years subsequent to 1819, it was perti- 
naciously contended, that a large portion 
of the national debt, and a multitude 
of private debts still in existence, w^ere 
contracted between 1797 and 1819, 
W'hen the Bank of England wms ex- 
empted from giving cash for its notes ; 
and that it is grossly unjust to bor- 
rowers, (that is, in the case of the na- 
tional debt, to all tax-payers) that they 
should be paying interest on the same 
nominal sums in a currency of full 
value, which were borrowed in a depre- 
ciated one. The depreciation, accord- 
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ing to tlie views and objects of tbe par- 
ticular writer, was represented to liave 
averaged tbirty, fifty, or even more tban 
fifty per cent : and the conclusion was, 
that eitber we ongbt to return to this 
depreciated currency, or to strike off 
from tbe national debt, and from mort- 
gages or otber private debts of old stand- 
ingv a percentage corresponding to tbe 
estimated amount of tbe depreciation 

To this doctrine, tbe following was 
tbe .answer nsnally made. Granting 
that, by returning to cash payments. 
witliOiit lowering tbe standard, an in- 
justice was done to debtors, in bolding 
them liable for tbe same amount of a 
currency enbanced in value, wbicli they 
bad borrowed wliileit w^as depreciated ; 
it is now too late to make reparation 
for tbis injury. Tbe debtors and cre- 
ditors of today are not tbe debtors and 
creditors of 1819: tbe lapse of years 
bas entirely altered tbe pecuniary rela- 
tions of tbe community ; and it being 
impossible now to , ascertain tbe par- 
ticular persons wbo were either bene- 
fited or injm'ed, to attempt to retrace 
cur steps would be not redressing a 
wu’ong, but superadding a second act 
of wide-spread injustice to tbe one al- 
ready committed. This argument is 
certainly conclusive on tbe practical 
question ; but it places tbe honest con- 
clusion on too narrow and too low a 
ground. It concedes that tbe measure 
cf 1819, called Peel’s Bill, by which 
cash payments were resumed at tbe 
original standard of 3Z. 17a. was 
really tbe injustice it was said to be. 
This is an admission wholly opposed 
to tbe tmtb. Parliament bad no alter- 
native ; it was absolutely bound to ad- 
here to tbe acknowledged standard ; as 
may be shown on three distinct grounds, 
two of fact, and one of principle. 

The reasons of fact are these. In 
tbe first place, it is not true that tbe 
debts, private or public, incurred during 
the Bank restriction, were contracted 
in a currency of lower value- than that 
in which the interest is now paid. It 
is indeed true that tbe suspension of 
the obligation to pay in specie, did put 
it in tbe power of tbe Bank to depre- ' 
ciate the currency. It is true also that 
the Bank really exercised that power, 


though to a far less extent than is often 
pretended; since tbe difference between 
tbe market price of gold and tbe Mint 
valuation, during the greater part of 
tbe interval, was very trifling, and when 
it was greatest, during the last five 
years of the war, did not much exceed 
thirty per cent. To the extent of that 
difference, tbe currency was depre- 
ciated, that is, its value -was below 
that of tbe standard, to which it pro- 
fessed to adhere. But tbe state of 
Europe at that time was such — ^tbere 
was so unusual an absorption of the 
precious metals, by boarding, and in 
tbe military chests of tbe vast armies 
which then desolated the Continent, 
that tbe value of tbe standard itself 
was very considerably raised : and tbe 
best authorities, among whom it is suf- 
ficient to name Mr. Tooke, have, after 
an elaborate investigation, satisfied 
themselves that tbe difference between 
paper and bullion was not greater than 
tbe enhancement in value of gold itself, 
and that the paper, though depreciated 
relatively to tbe then value of gold, did 
not sink below tbe ordinary value, at 
other times, either of gold or of a con- 
vertible paper. If tbis be true (and 
the evidences of tbe fact ajre conclu- 
sively stated iu Mr. Tooke ’s history 
of Prices) the foundation of the whole 
case against tbe fundholder and other 
creditors on tbe ground of depreciation 
is subverted. 

Bat, secondly, even if tbe currency 
bad really been lowered in value at 
each period of tbe Bank restriction, in 
tbe same degree in which it was de- 
preciated in relation to its standard, 
we must remember that a part only of 
tbe national debt, or of other perma- 
nent engagements, was incurred during 
tbe Bank restriction. A large part 
bad been contracted before 1797; a 
still larger during the' early years of 
tbe restriction, when tbe difference be- 
tween paper and gold was yet small. 
To tbe holders of tbe former part, an 
injury was done, by paying tbe interest 
for twenty-two years in a. depreciated 
currency : those of tbe second, suffered 
an injury during the years in which the 
interest was paid in a currency more 
depreciated than that in which the 
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loans were contracted. To have re- 
sumed cash payments at a lower 
standard would have been to perpe- 
tuate the injury to these two masses 
of creditors, in order to avoid givings an 
undue benefit to a third class, who had 
lent their money during the few years 
of greatest depreciation. As it is, there 
was an underpayment to one set of per- 
sons, and an overpayment to another. 
The late Mr. Mushet took the trouble 
to make an arithmetical comparison 
‘ between the two amounts. He ascer- 
tained by calculation, that if an ac- 
count had been made out in 1819, of 
■what the fundholders bad gained and 
lost by the varia tion of the paper cur- 
rency from its standard, they would 
have been found as a body to have been 
losers; so that if any compensation 
was dne on the ground of depreciation, 
it would not be /rom tbe fundholders 
collectively, but to them. 

Thus it is with the facts of the case. 
But these reasons of fact are not the 
strongest. There is a reason ot prin- 
ciple, still more powerful. Suppose 
that, not a part of the debt merely, but 
the whole, had been contracted in a 
depreciated currency, depreciated not 
only in comparison with its standard, 
but with its own value before and 
after; and that we wmre now paying 
the interest of this debt in a currency 
of fifty or even a hundred ’ per cent 
more valuable than that in which it 
was contracted. What difference 
would tins make in the* obligation of 
payingit, if the condition that it should 
be so paid was part of the original com- 
pact ? Kow this is not only truth, but 
less than the truth. The compact 
stipulated better terms for the fund- 
holder than he has received. During 
the whole continuance of the Bank re- 


striction, there was a parliamentary 
pledge, by which the legislature was 
as much hound as any legislature is 
capable of binding itself, "that cash 
payments should he resumed on the 
original footing, at farthest in six 
months after the conclusion of a ge- 
neral peace. ^ This was therefore an 
actual condition of every loan ; and the 
terms of the loan were more favourable 
in consideration of it. Witliout some 
such stipulation, the Government conlcl 
not have expected to borrow unless on 
the terms on which loans are made to 
the native princes of India. If it had 
been understood and avowed tliat, 
after borrowing the money, the 
standard at which it was computed 
might be permanently lowered, to any 
extent *which to the “ collective wis- 
dom” of a legislature of borrowers 
might seem fit— -who can say what 
rate of interest would have been a suffi- 
cient inchicement to persons of common 
sense to risk their savings in such an 
I adventure? However much the fund- 
holders had gained by the resumption 
of cash payments, the terms of the con- 
tract insured their giving ample value 
for it. They gave value for more than 
they received; since cash payments 
were not resumed in six months, hut in 
as many years, after the peace. So 
that waving air our arguments except 
the last, and conceding all the facts as- 
serted on the other side of the question, 
the fundholders, instead of being unduly 
benefited, are the injured party ; and 
would have a claim to compeusation, if 
such claims were not veiy properly 
barred by the impossibility of adjudica- 
tion, and by the salutary general maxim 
of la wand policy, that questions should 
at some time or- another come to an 
end. 
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OF EXCESS 03? SUrPLV. 

§ 1. After the elementary exposi- turn to a question in the general theory 
tion of the theory of money contained of Value, which could not be satishic- 
in the last few chapters, we shall re- ] torily discussed until the nature and 
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operations of ITonejr were in- some 
measure xmderstoocl, because the errors 
against ■which we have to contend 
' mainly oxigin ate in a misunderstand- 
ing of those opei’ations. 

We have seen that the value of 
everything gravitates towards, a cer- 
tain medium point* (which has been 
called the Natural Yalue), namely, 
that at which it exchanges for every 
other thing in the ratio of their cost 
of ixroduction. We have seen, too, 
that the actual or market value coin- 
cides, or nearly so, wuth the ^ natnral 
vahxc, only on an average^ of years; 
and is continually either rising yibove, 
or lalling below it, from alterations in 
the demand, or casual fluctuations in 
the supply : hut that these variations 
coi'rect themselves, through the ten- 
denc}?" of the supply to accommodate 
itself to the demand which exists for 
the commodity at its natural value. A 
genei'al convergence thus results from 
the balance of opposite divergences. 
JDearth, or scarcity, on the one hand, 
and over-supply, or, in mercantile lan- 
guage, glut, on the othei-', are incident 
to ail commodities. In the first case, 
the commodity afibrds to the producers 
or sellers, while the deficiency lasts, an 
unusually high rate of profit : in the 
second, the supply being in excess of 
that for which a demand exists, at such 
a value as will afibrcl the ordinaij profit, 
the sellers must he content with less, 
and must, in extreme cases, submit to 
a loss. 

Because this phenomenon of over- 
supply, and consequent inconvenience 
or loss to the producer or dealer, 
may exist in the case of any one 
commodity whatever, many ^ per- 
sons, including some distinguished 
political economists, have thought 
that it may exist with regard to 
all commodities; that there may be 
a general over-prochiction of ■wealth; 
a supply of commodities in the aggre- 
gate, surpassing the demand; and a 
consequent depressed condition of all 
classes of producers . Against this doc- 
trine, of which Mr. Malthus and Dr. 
Chalmers in this country, and M. de 
Sismondi on the Continent, were the 
«hicf apostles, I' have already con- 
Vp.e. . 
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tended in the First Book but it was 
not possible, in that stage of oiir in- 
quiiy, to enter into a complete exami- 
nation of an error (as I conceive) essen- 
tially grounded on a misunderstanding 
of the j)lienomena of Yalue and Brice. 

The doctrine appears to me to in- 
volve so much inconsistency in its very 
conception, that I feel considerable 
difficulty in giving any statement of it 
which shall be at once clear, and satis- 
factory to its supporters. They agree 
in maintaining that there may be, and 
sometimes is, an excess of i>roductions 
in gcnei’ah be 3 mnd the demand for 
them ; that when this happens, pui- 
clixxsers cannot be found at prices which 
will repay the cost of production with 
a profit ; that there ensues a general 
depression of piuces or values (they are 
seldom accurate in discriminating be- 
tween the two), so that producers, the 
more they produce, find themselves 
the poorer, instead of richer : and Dr. 
Chalnicrs accordingly inculcates on 
capitalists the practice of a moral re- 
straint-in reference to the pursuit of 
gain; while Sismondi depi-ecates ma- 
chinery, and the various inventions 
which inci'ease productive power. They 
h oth . maintain that accumni ation of 
capital may proceed too fast, not merely 
for; the inorai, hut for the matei'ial in- 
terests of those who produce and accu- 
mulate; and they enjoin the rich to 
guard against this evil by an ample 
unproductive consumption. ' 

§ 2. IVhen these writers speak of 
the supply of commodities as out- 
running the demand, it is not clear 
which of the two elements of demand 
they have in view--the desire to pos- 
sess, or the means of purchase ; whether 
their meaning is that there are, in such 
cases, more consumable products in 
existence than the public desires to 
consume, or merely more than it is 
able to pay for. In this uncertainty, 
it is necessary to examine both sup- 
positions. 

First, let us suppose that the quan- 
tity of commodities produced is not 
greater than the community would be 
glad to consume : is it, iii that case, 
*■ Supra, pp, ■41-43.1 
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possible that there should he a defi- 
ciency of demand for all commodities, 
for want of the means of payment ? 
Those who think so, cannot have con- 
sidered what it is which constitutes' 
the means of payment for commoditiesw 
It is, simply, commodities. Each per- 
son’s means of paying for the produc- 
tions of other people consists of those 
which he himself possesses. All sellers 
are ine^utahly, and by the meaning of 
the word, buyers. Could we suddenly 
double the productive powers of the 
country, we should double the supply 
of commodities in every market ; but 
we should, by the same stroke, double 
the purchasing power. Everybody 
would bring a double demand as 
well as snpiply: everybody would be 
able to buy twice as much, because 
every one would have twice as much 
to offer in exchange. It is probable, 
indeed, that there would now he a super- 
fluity of certain things. Although the 
community would willingly double its 
aggregate consumption, it may already 
have as much as it desires of some 
commodities, and it may prefer to do 
more than double its consumption of 
others, or to exercise its increased pur- 
chasing power on some new thing. If 
so, the supply will adapt itself accord- 
ingly, and the values of things will 
continue to conform to their cost of 
production. At any rate, it is a sheer 
absurdity that all things should fall in 
value, and that all producers should, 
in consequence, he insufficiently remu- 
nerated. If values remain the same, 
wdiat becomes of prices is immaterial, 
since the remuneration of producers 
does not depend on how much money, 
hut on how much of consumable arti- 
cles, they obtain for their goods. Be- 
sides, money is a commodity ; and if all 
commodities are supposed to be doubled 
in quantity, we must suppose money 
to be doubled too, and then prices 
would no more fall than values would. 

§ 3. A general over-supply, or ex- 
cess of all commodities above the de- 
mand, so far as demand consists in 
means of payment, is thus shown to 
he an impossibility. But it may, per- 
haps, he supposed that it is not the 


ability to purchase, hut the desire to- 
possess, that falls short, and that the 
general produce of industry may be 
gTeater than the community desires to 
consume — ^.the part, at least, of the 
community which has an equivalent 
to give. It is evident enough, that 
produce makes a market for produce, 
and that there is wealth in the country 
with which to purchase all the wealth 
in the country ; but those who have 
the means, may not have the wants, 
and those who have the wants may be 
without the means. A portion, there- 
fore, of the commodities produced may 
he unable to find a market, from the 
absence of means in those who have 
the desire to consume, and the -want 
of desire in those who have the means. 

This is much the most plausible form 
of the doctrine, and does not, like that 
which we first examined, involve a 
contradiction. There may easily he a 
greater quantity of any particular com- 
modity than is desmed by those who 
have the ability to purchase, and it 
is abstractedly conceivable that this 
might be the case with all commodi- 
ties. The error is in not perceiwng 
that though all who have an equivalent 
to give, might he. fully provided with 
every consumable article which they 
desire, the fact that they go on adding 
to the production proves that this is 
not actually the case. Assume the 
most fiivourahle hypothesis for the pur- 
pose, that of a limited community, 
every member of which possesses as 
much of necessaries and of all known 
luxuries as he desires : and since it is 
not conceivable that persons whose 
wants were completely satisfied would 
labour and economize to obtain what 
they did not desire, suppose that a 
foreigner arrives, and produces an ad- 
ditional quantity of something of which 
there was already enough. Here, it 
will he said, is over-production : true, 

I reply; over-production of that par- 
ticular article : the community wanted 
no more of that, but it wanted some- 
thing. The old inhabitants, indeed, 
wanted nothing; hut did' not the 
foreigner himself want something? 
When he produced the superfluous 
article, was he labouring without a 
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motive ? He has produced, but the 
•vvi'ong thing instead of the right. He 
wanted, perhaps, food, and has pro- 
duced watches, with which everybody 
was sufficiently supplied. The new 
comer brought with him into ^ the 
country a demand for commodities, 
equal to all that he could produce by 
his industry, and it was his business 
to see that the supply he brought 
should be suitable to that demand. If 
■ he could not produce something capa- 
ble of exciting a new want or desire in 
the community, for the satisfaction of 
which some one would grow more food 
and give it to him in exchange, he had 
the alternative of growing food for 
himself ; either on fresh land, if there 
was any unoccupied, or as a tenant, or 
partner, or servant, of some former 
occupier, willing to be partially re- 
lieved from labour. He has produced 
a thing not wanted, instead of wdiat 
was wanted ; and he himself, perhaps, 
is not the kind of producer who is 
wanted; but there is no over-pro- 
duction; production is not excessive, 
but merely ill assorted. We saw be- 
fore, that whoever brings additional 
commodities to the market, brings an 
additional power of purchase ; we now 
see that he brings also an additional 
desire to consume ; since if he had not 
that desire, he would not have troubled 
himself to produce. Neither of the 
elements of demand, therefore, can be 
wanting, when there is an additional 
supply ; though it is perfectly possible 
that the demand may be for one thing, 
and the supply may unfortunately con- 
sist of another. 

Driven to his last retreat, an oppo- 
nent may perhaps allege, that there 
are persons who produce and accu- 
mulate from mere habit; not because 
they have any object in growing richer, 
or desire to add in any respect to their 
conisnmption, but from vis : inertice. 
They continue producing because the 
machine is ready mounted, and save 
and re-invest their savings because 
they have nothing on which they , care 
to expend them. I grant that this is 
possible, and in some few instances 
probably happens; hut these do not 
in the smallest degree affect our con- 


clusion. For, what do these persons 
do with their savings ? They Invest 
them productively ; that is, expend 
them in employing labour. In other 
words, having a purchasing power be- 
longing to them, more than they know 
what to do with, they make over the 
surplus of it for the general benefit of 
the. labouring class. Now, will that 
class also not know what to do with 
it? Are we to suppose that they too- 
‘have their wants perfectly satisfied, 
and go on labouring fi-om mere habit? 
Until this is the case ; until the work- 
ing classes have also reached the point 
of satiety — there will he no want of 
demand for the produce of capital, 
however rapidly it may accumulate: 
since, if there is nothing else for it to 
do, it can always find employment in 
producing the necessaries or luxuries 
of the labouring class. And when they 
too had no further desire for necessa- 
ries • or luxuries, they would take the 
benefit of any further increase of wages 
by diminishing their work ; so that the 
over-production which then for the first 
time would he possible in idea, could 
not even then take place in fact, for 
want of labourers. Thus, in whatever 
manner the question is looked at, even 
though we go to the extreme verge 
of possibility to invent a supposition 
favourable to it, the theory of general 
over-production implies an absurdity. 

§ 4. What then is it by which men. 
who have reflected much on economical 
phenomena, and have even contributed 
to throw new light upon them by ori- 
ginal speculations, have been led td 
embrace so irrational a doctrine? I 
conceive them to have been deceived 
by a mistaken interpretation of cer- 
tain mercantile facts. They imagined 
that the possibility of a general over- 
supply of commodities was proved hj 
experience. They believed that they 
saw this phenomenon in certain con- 
ditions of the markets, the true ex- 
planation of which is totally different. 

I have already described the state 
of the markets for commodities which 
accompanies what is termed a com- 
mercial crisis. At such times there is 
really an excess of all commodities 


S40 BOOK HI. CHAPTEE XIV. § 4. 

above tlie money demand: in otter receive full consideration and discns- 
words, ttere is an nnder-snpply of sion in the succeeding Booh.'^ It is 
money. From the sudden annihilation obviously a totally different thing frdm 
of a gi-eat mass of credit, every one a want of market for commodities, 
dislikes to part with ready money, and though often confounded with it in the 
many are anxious to procure it at any complaints of the producing and trading 
sacrifice. Almost everybody therefore classes. The true interpretation of the 
is a seller, and there are scarcely any modern or present state of industrial 
buyers : so that there may really he, economy is, that there is hardly any 
though only while the crisis lasts, an amount of business which may not he 
extreme depression of general prices, done, if people will he content to do it 
from what may he indiscriminately* on small profits; and this, all active 
called a glut of commodities or a dearth and intelligent persons in business 
of money. But it is a great error to perfectly well know : hut even those 
suppose, with Sismondi, that a com- who comply with the necessities of 
mercial crisis is the effect of a general their time, grumble at what they 
excess of production. It is simply the comply with, and wish that there were 
consequence of an excess of speculative less capital, Or as they express it, less 
purchases. It is not a gradual advent competition, in order that there might 
of lo w prices, hut a sudden recoil from he greater profits. Low profits, how-, 
prices extravagantly high: its imme- ever, are a different thing from defi- 
diate cause is a contraction of credit, ciency of demand ; and the production 
and the remedy is, not a diminution of and accumulation which merely reduce 
supply, hut the restoration of confi- profits, cannot be called excess of 
deuce. It is also evident that this supply or of production. "What the 
temporary derangement of markets is phenomenon really is, and its effects 
an evil only because it is temporary, and necessary limits, Will he seen when 
The fall being solely of money prices, we treat of that express subject, 
if prices did not rise again no dealer I know not of any economical facts, 
would lose, since the smaller price except the two 1 have specified, which 
would he worth as much to him as the can have given occasion to the opinion 
larger price was before. In no manner that a general over-production of corn- 
doe's this phenomenon answer to the modifies ever presented itself in actual 
description which these celebrated experience. I am convinced that there 
economists have given of the evil of is no fact in commercial affairs, which, 
over-production. That permanent de- in order to its explanation, stands in 
dine in the circumstances of producers, need of that chimeiical supposition, 
for want of markets, which those The point is fundamental ; any dif- , 
writers contemplate, is a conception to ference of opiniop on it involves radi- 
which the nature of a commercial cally different conceptions of political 
crisis gives no support. economy, especially in ^ its practical 

The other phenomenon from which aspect. On the one view, we have 
the notion of a general excess of wealth only to consider how a sufficient pro- 
and superfiuity of accumulation seems diiction may be combined with the best 
to derive countenance, is one of a more possible distribution ; but on the other 
permanent nature, namely, the fall of there is a thiz'd thing to be considered 
profits and interest which naturally -—how a market can be created for 
takes place with the progi'css of popu- jzroduce, or how production can he 
lation and production. The cause of limited to the ca|)ahilities of the 
this decline of pz'ofit is the inci'eased market. Besides; a theozy so essen- 
cost of maintaiziing labour, which re- tially self-contradictozy cannot intrude 
suits from an increase of population itself without carrying confusion into 
and of the deznand for food, outstrip- the ver ;7 heart of tlio subject, azid 
ping the advance of agncultural iiii- making it impossible even to conceive 
proveznent. This important featui'e izi with any distinctness many of the 
the economical progress of nations will * Infra, boolviv, cb. 4. 
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more compHcatecl economical workings 
of society. Tliis error lias been, I con- 
ceive, fatal to tbe systems, as systems, 
of tlie three distingnished economists 
to whom I before referred, Malthns, 
Chalmers, and Sismoncii ; all of whom 
have admirably conceived and ex- 
plained several of the elementary 
theorems of political economy, but 
this fatal misconception has spread 
itself like a veil between them and the 
more diffioidt portions of the subject, 
not suffering one ray of light to pene- 
trate. Still more is this same confused 
idea constantly crossing and bewilder- 
ing the speculations of minds inferior 
to theirs. It is but justice to two emi- 
nent names, to call attention to the 


.fact, that the merit of having ^placed 
this most important point in its true 
light, belongs principally, on the Con- 
tinent, to the judicious J. B. Say, and 
in this country to Mr. Mill; who (be- 
sides the conclusive exposition which 
he gave of the subject in his Elements 
of Political Economy) had set forth the 
correct doctrine wdth great force and 
clearness in an early pamphlet, called 
forth by a temporary controversy, and 
entitled, “Commerce Defended;” tbe 
first of his writings which attained any 
celebrity, and which he prized more -as 
having been his first introduction to 
the irienihip of David Eicardo, the 
most valued and most intimate friend- 
ship of his life. 


CHAPTER XV. 


OF A MEASUUE OP VALUE. 


§ 1, There has been much discus- 
sion among political economists re- 
specting a Measure of Value. An 
importance has been attached to the 
subject greater than it deserved, and 
what has been written respecting it 
has contributed not a little to the re- 
proach of logomachy, which is brought, 
with much exaggeration, hut not alto- 
gether without gi’ound, against the 
speculations of political economists. It 
is necessary, however, to touch upon the 
subject, if only to show how little there 
is to be said on it. 

A Measure of Value, in the ordinary 
sense of the word measure, would mean, 
something, by comparison with which 
-wo may ascertain what is tlie value of 
any other thing. When we consider 
farther, that value itself is relative, and 
that two things are necessary to con- 
stitute it, independently of the third 
thing which is to measure it ; we may 
detiiiG a Measure of Value to be some- 
tliing, by comparing with w’'hich any 
two other things, we may infer their 
value in relation to one another. 

In this sense, any commodity will 
seive as a measuje of value at a given 
time and place ; since %?© can always 


infer the proportion in which things 
exchange for one another, when w-o 
know the proportion in which each ex- 
changes for any third thing. To serve 
as a convenient measure of value is 
one of the functions of the commodity 
selected as a medium of exchange. It 
is in that commodity that the values of 
all other things are habitually esti- 
mated. We say that one thing is 
worth 21, another 3^. ; and it is then 
knoA\m wdthout express statement, that 
one is wmrth two-thirds of the other, or 
that the things exchange for one an- 
other in the proportion of 2 to 3. l^loney 
is a complete measure of their value. 

But the desideratum sought by poli- 
tical economists is not a measure of 
the value of .things at the same time 
and place, but a measure of the value 
of the same thing at different times 
and places: something by comparison 
with which it may he known VyIi ether 
any given thing is of greater or less 
value now than a century ago, or in 
this country than in America or China. 
And for this also, money, or any other 
commodity, will serve quite as well as 
at. the same time and place, provided 
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we are aHe to coniparo witli tlie mea- 
tsure not one conmioditj only^ "but tlie 
two or more wHcli are necessary to tlie 
idea of value. If w'lieat is now 40.?. 
the quarter, and a fat sheep tlie same, 
and if in the time of Henry the Second 
wheat was 205., and a sheep 105 .,We 
know that a quarter of wheat was then 
worth two sheep, and is now only worth 
one, and that the value therefore of a 
sheep, estimated in wheat, is tmce as 
great as it was then; quite indepen- 
dently of the value of money at the 
two periods, either in relation to those 
two articles (in respect to both of which 
we suppose it to have fallen), or to 
other commodities, in respect to which 
we need not make any supposition. 

What seems to he desired, however, 
by writers on the subject, is some means 
of ascertaining the value of a commodity 
by merely comparing it with the mea- 
sure, without refetring it specially to 
any other given commodity. They 
would wish to he able, from the mere 
fact that wheat is now 405. the quarter, 
and "was formerly 20s., to decide whe- 
ther wheat has varied in its value, and 
in what degree, without selecting a 
second commodity, such as a sheep, to 
compare it with ; because they are de- 
sirous of knowing, not how much wheat 
has varied in value relatively to sheep, 
hut how much it has varied relatively 
to things in general. 

The first obstacle arises from the 
necessary indefiniteness of the idea of 
general exchange value — ^value in rela- 
tion not to some one commodity, hut 
to commodities at large. Even if we 
knew exactly how much a quarter of 
wheat would have purchased at the 
earlier period, of every marketable 
article considered separately, and that 
it will now purchase more of some 
things and less of others, we should 
often find it impossible to say whether 
it had risen or fallen in relation to 
things in general. How much more 
impossible when wm only know how it 
has varied in relation to the measure. 
To enable the money pnce of a thing 
at two different periods to measure the 
quantity of things in general which it 
wull exchange for, the same snm of 
,inoney must correspond at both periods 


to the same ^quantity of things in 
general, that is, money must always 
have the same exchange value, the 
same general purchasing power. How, 
not only ds this not true of money, or 
of any other commodity, hut we cannot 
even suppose any state of circumstances 
in which it would be true. 

§ 2. A measure of exchange value, 
therefore, being impossible, writers 
have formed a notion of something, 
under the name of a measure of value, 
which would be more properly termed 
a measure of cost of production. They 
have imagined a commodity invariably 
produced by the same , quantity of 
labour: to which supposition it is 
necessary to add, that the fixed capital 
employed in the production must hear 
always the same proportion to the 
wages of the immediate labour, and 
must be always of the same durability: 
in short, the same capital must he ad- 
vanced for the same length of time, so 
that the element of value which con- 
sists of profits, as well as that which 
consists of wages, may he unchanged 
able. We should then have a com- 
modity always produced under one and 
the same combination of all the cir- 
cumstances which affect permanent 
value. Such a commodity would be by 
no means constant in its exchange 
value ; for (even without reckoning the 
temporary fluctuations arising from 
supply and demand) its exchange 
value would be altered by every change 
in the circumstances oi production of 
the things against which it was ex- 
changed. But if there existed such a 
commodity, we should derive this ad- 
vantage from it, that whenever any 
other thing varied permanently in re- 
lation to it, we should know that the 
cause of variation was not in it, but 
in the other thing. It would thus be 
fitted to serve as a measure, not indeed 
of the value of other things, hut of 
their cost of production. If a com- 
modity acquired a greater permanent 
purchasing power in relation to the 
invariahle commodity, its cost of pro- 
duction must have become greater; 
and in the contrary pase, less. This 
measure of cost, is what political 
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■economists Have generally meant by a 
measure of value. 

But a measure of cost, tbougb per- 
fectly conceivable, can no more exist 
in fact, than a measure of excbange 
value. There is no commodity which 
is invariable in its cost of production. 
Gold and silver are the least variable, 
but even these are liable to changes in 
their cost of production, from the ex- 
haustion of old sources of supply, the 
discovery of new, and improvements 
in the mode of working. If we attempt 
to ascertain the changes in the cost of 
production of any comraodity from the 
changes in its money price, the conclu- 
sion will requirO to be corrected hy the 
best allowance we can make for the 
intermediate changes in the cost of 
the production of money itself 

Adam Smith fancied that there were 
two commodities peculiarly fitted to 
serve as a measure of value : corn, and 
labour. Of corn, he said that although 
its value fluctuates much from year to 
year, it does not vary greatly from cen- 
tury to century. This we now Imow 
to he an error; corn tends to rise in 
cost of production with every increase 
of' population, and to fall with every 
improvement in agriculture, either in 
the country itself, or in any foreign 
country from which it draws a portion 
of its supplies. The supposed con- 
stancy of the cost of the production of 
corn depends on the maintenance of a 
complete equipoise between these an- 
tagonizing forces, an equipoise which, 
if ever realized, can only he accidental. 
With respect to labour as a measure of 
value, the language of Adam Smith is 
not uniform. He sometimes speaks of 
it as a good measure only for short 
periods, saying that the value of la- 
bour (or wages) does not vary much 
from year to year, though it does from 
generation to generation. On. other 
occasions he speaks as if labour were 
intrinsically the most proper measure 
of value, on the grouna that one day’s 
ordinary muscular exertion of one man, 
may be looked upon as always, to him, 
the same amount of effort or sacrifice. 
Ent this proposition, whether in itself 
admissible or not, discards the idea of 
exchange value altogether, substituting 


a totally different idea, more analogous 
to value in use. If a day’s labour will 
purchase in America twice as much of 
ordinary oonsumahle articles as in Eng- 
land, it seems a vain subtlety to-insist 
on saying that labour is of the same^ 
value in both countries, and that it is 
the value. of the other things which is 
different. Labour, in this case, may be 
correctly said to be twice as valuable, 
‘both in the market and to the labourer 
himself, in America as in England. 

If the object were to obtain an 
approximate measure by which to esti- 
mate value in use, perhaps nothing 
better could he chosen than one day’s 
subsistence of an average man, reckoned 
in the ordinary food consumed by the 
class of unskilled labourers. If in any 
country a pound of maize flour will sup- 
port a labouring man for a day, a thing 
might be deemed more or less valuable 
in proportion to the number of pounds 
of maize flour it exchanged for. If 
one thing, either hy itself or by what 
it would purchase, could maintain a 
labouring man for a day, and another 
could maintain Mm for a week, there 
would be some reason in saying that 
the one was worth, for ordinary human 
uses, seven times as much as the other. 
But this would not measure the worth 
of the thing to its possessor for his own 
purposes, which might he gi’cater to 
any amount, though it could not be less, 
than the worth of the food which the 
thing would purchase. 

The idea of a Measure of Value must 
not be confounded with the idea of the 
regulator, or determining principle, of 
value. When it is said hy Eicardo and 
others, that the value of a thing is 
regulated by quantity of labour, they 
do not mean the quantity of labour ibr 
which the thing will exchange, but the 
quantity required for producing it. 
This, they mean to affirm, determines 
its value ; causes it he of the value it is, 
and of no other. But when Adam 
Smith and Malthus say that labour is 
a measure of value, they do not mean 
the labour hy which the thing was or 
can be made, but the quantity of labour 
which it will exchange for, or purchase { 
in other words, the value of the thing, 
estimated in labour. And they do not 
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mea.n tliat this regulates the general from time to time and from place ta 
exchange value of the thing, or has any place. To confound these two ideas, 
effect in deteimiining .ffiat that value would he much the same thing as to 
shall he, but only ascertains what it is, overlook the distinction between the 
and whether and how much it varies thermometer and the fire. 


OHArTER XVI. 

OF SOilE PEC'umAR CASES OF VALUE. 


§ 1. The general laws of value, 
in all the more important cases of 
the interchange of commodities in 
the same country, have now heon 
investigated- We examined, first, the 
case of monopoly, in wdiich the value 
is determined hy either a natural or 
an artificial limitation of quantity, 
that is, hy demand and supply : 
secondly, the case of free competition, 
when the article can he procluced in 
indefinite quantity at the same cost ; 
in which case the permanent value is 
determined by the cost of production, 
and only the fiuctnatinnshy supply and 
demand : thirdly, a mixed case, that of 
the articles which can he produced in 
indefinite quantity, hut not at the same 
cost; in which case the permanent 
value is detennined hy the greatest cost 
which it is necessary to incur in order 
to obtain the required supply. And 
lastly, we have found that money itself 
is a commodity of the third class ; thnt 
Its value, in a state of freedom, is 
governed hy the same law^s as the values 
of other commodities of its class : and 
that prices, therefore, follow the same 
laws as values. 

From this it appears that demand 
and supply govern the fluctuations 
of values and prices in all cases, 
and the permanent valnes and prices 
of all things of which the supply is 
determined hy any agency other than 
that of free competition : hut that, under 
the regime of competition, things are, 
on the average, exchanged for each 
other at such values, and sold at such 
prices, as afford equal ..expectation of 
advantage to all classes oi producers ; 
which can only be when things ex- 


change for one another m the ratio of 
their cost of production. 

It is now, however, necessary to take 
notice of certain cases, to which, from 
their peculiar nature, this law of ex- 
change value is inapplicable. 

It sometimes happens that two diffe- 
rent commodities have wdiat may be 
termed a joint cost of production. They 
are both products of the same operation, 
or set of operations, and the outlay is 
incurred for the sake of both togotlaer, 
not part for one and part for the other. 
The same outlay would have to be in- 
curred for either of the two, if the other 
were not wanted or nsed at all. There 
are not a few instances of commodities 
thus associated in their production. 
For example, coke and coal-gas are 
both produced from the same material, 
and by the same operation. In a more 
partial sense, mutton and wool are an 
example : beef, hides, and tallow: calves 
and daily produce : chickens and eggs. 
Cost of production can have notliing to 
do with deciding the value of the asso- 
ciated commodities relatively to each 
other. It only decides their joint value. 
The gas and the coke together have to 
repay the expenses of their production, 
with the ordinary profit. To do this, a 
given quantity of gas, together with 
the coke wdiicli is the residuum of its 
manufacture, must exchange foiv other 
things in the ratio of their joint cost of 
production. But how much of the re- 
muneration of the producer shall be 
derived from the coke, and how much 
from the gas, remains to be decided. 
Cost of production does not determine 
their prices, but the sum of their prices. 
A principle' is 'wanting to apportion 
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tlie expenses of production between tlie supplied already, an increased quantity 
two. can only find a market by lowering 

Since cost of production here fails us, tbe price. The result will be that the 
we must revert to a law of value ante- two together will yield the return n’C- 
rior to cost of production, and more quired by their joint cost of production, 
fandamental, the law of demand and but that more of this return than before 
supply. The law is, that the demand -will be furnished hy the coke, and 
for a commodity varies with its value, less^by the gas. Equilibrium will be 
and that the value adjusts itself so that attained when the demand for each 
the demand shall he equal to the supply, article fits so well with the demand for 
This supplies the principle of reparti- the other, that the quantity required 
tion which we are in quest of. of each is exactly as much as is gene- 

. Suppose that a certain quantity of rated in producing the quantity re- 
gas is produced and sold at a certain quired of the other. If there is any 
price, and that the residuum of coke is surplus or deficiency on either side ; if 
offered at a price which, together with there is a demand for coke, and not a 
that of the gas, repays the expenses demand for all the gas produced along 
with the ordinary rate of profit. Sup- with it, or vice versa; the values and 
pose, too, that at the price put upon the ■ prices of the two things will so readjust 
gas and coke respectively, the whole of themselves that both shall find a 
the gas finds an easy market, vdtliout market. 

either surplus or deficiency, but that When, therefore, two or more corn- 
purchasers cannot be found for all the modities have a joint cost of production, 
coke corresponding to it. The coke their natural values relatively to each 
will be offered at a lower price in order other are those which will create a 
to force a market. But this lower price, demand for each, in the ratio of the 
together with the price of gas, will not quantities in which they are sent 
he remunerating : the manufacture, as forth hy the productive process. This 
a whole, will not pay its expenses with theorem is not in itself of any great 
the ordinary profit, and will not, on importance : but the illustration it 
these terms, continue to he carried on. affords of the law of demand, and of 
The gas, therefore, must he sold at a the mode in which, when cost of pro- 
higher price, to make up for the defi- duction fails to be applicable, the other 
ciency on the coke. The demand con- principle steps in to supply the vacancy, 
sequently contracting, the production is worthy of particular attention, as 
will be somewhat reduced ; and prices we shall find in the next chapter but 
will become stationary when, by the one that something very similar takes 
joint effect of the rise of gas and the place in cases of much gveater moment, 
fall of coke, so much less of the first is 

sold, and so much more of the second, § 2. Another case of value which 
that there is now a market for all the merits attention, is that of the different 
coke which results from the existing kinds of agricultural produce. This is 
extent of the gas manufacture. rather a more complex question than 

Or suppose the reverse case; that the last, and requires that attention 
more coke is wanted at the present should he paid to a greater number of 
prices than can be supplied by the influencing circumstances, 
operations required by the existing de- The case would present nothing pe- 
mand for ^as. ^ Coke, being now in de- culiar, if different agricultural products 
ficiency, will rise in price. The whole •were either grown indiscriminately and 
operation will yield more than the with equal advantage on the same 
usual rate of profit, and additional capi- soils, or wholly on different soils. The 
tal will be attracted to the manufacture, difficulty arises from two things : first, 
The unsatisfied demand for coke will that most soils are fitter for one kind 
be supplied ; but this cannot be done of produce than another, without being 
without increasing; the supply of gas too ; absolutely unfit for any ; and sccondlj', 
and as the existing demand was fully the rotation of crops. 
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For simplicity, we will confine our 
supposition to two kinds of agricultural 
produce ; for instance, wlieat and oats. 
If all soils were equally adapted for 
wlieat and for oats, botli would fie 
grown indiscriminately on ail soils, and 
tlieir relative cost of production, being 
tfie same y every wfiiere, would govern 
tlieir relative value. If tlie same labour 
wliicli grows tliree quarters of wheat 
on any given soii, would always grow 
on that soil five quarters of oats, the 
three and the five quarters would he of 
the same value. If, again, wheat and 
oats could not fie grown on tfie same 
soil at all, the value of each would be 
determined by its peculiar cost of pro- 
duction on the least favourable of the 
soils adapted for it which the existing 
demand required a recourse to. The 
fact, however, is that both wheat and 
oats can he grovm on almost any soil 
which is capable of producing either: 
hut some soils, such as the stiff clays, 
•are better adapted for wheat, while 
others (the light sandy soils) are more 
siii table for oats. There might be some 
soils which would yield, to the same 
quantity of labour, only four quarters of 
oats to three of wheat ; others perhaps 
less than three of wheat to five quarters 
of oats. Among these diversities, what 
determines the relative value of the 
two things ? 

It is evident that each gi’ain will he 
cultivated in preference, on the soils 
which are better adapted for it than 
for the other ; and if the demand is 
supplied from these alone, the values of 
the two grains will have no reference 
to one another. But when the demand 
for both is such as to require that each 
should be grown not only on the soils 
peculiarly fitted for it, but on the 
medium soils which, -without being spe- 
cifically adapted to either, are about 
equally suited for both, -the cost of 
roduction on those medium soils will 
etermine the relative value of the two 
grains- while the rent of the soils 
specifically adapted to each, will be 
regulated by their productive power, 
considered -vwtli reference to that one 
alone to which they are peculiarly 
applicable. Thus far the question pre- 
sents no difficultjq to any one to whom 


the ^ general principles of value are 
familiar. 

It may happen, however, that the 
demand for one of the two, as for 
example wheat, may so outstrip the 
demand for the other, as not only to 
occupy the soils specially suited for 
-Reheat, but to engross entirely those 
equally suitable to both, and even en- 
croach upon those which are better 
adapted to oats. To create an induce- 
ment for this unequal apportionment of 
the cultivation, w^heat must be ;rela- 
tively dearer, and oats cheaper, than 
according to the cost of their production 
on the medium land. Their relative 
value must he in proportion to the cost 
on that quality of land, whatever it 
may he, on which the comparative de- 
mand for, the two grains requirfes that 
both of them should be grown. If, from 
the state of the demand, the two culti- 
vations meet on land more favourable 
to one than to the other, that one will 
be cheaper and the other dearer, in 
relation to each other and to things in 
general, than if the proportional de- 
mand were as we at first supposed. 

Here, then, we obtain a fresh illus- 
tration, in a somewhat different manner, 
of the operation of demand, not as an 
occasional distuiber of value, but as a 
permanent regulator of it, conjoined 
with, or supplementary to, cost of 
production. 

The case of rotation of crops does 
not require separate analysis, being a 
case of joint cost of production, like 
that of gas and coke. If it were the 
practice to gro-w white and green crops 
on all lands in alternate yeai-s, the one 
being necessary as much for the sake 
of the other as for its own sake ; the* 
farmer would derive his remuneration 
for twn years’ expenses from one white 
and one green crop, and the prices of 
the two would so adjust themselves as 
to create a demand wdiioh would carry 
off an equal breadth of white and of 
green crops. 

There would be little difficulty in 
finding other anomalous cases of value, 
which it might he a useful exercise to 
resolve : hut it is neither desirable nor 
possible, in a -w^ork like tlie present, to 
enter more into details than is neces- 
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sarj for the eliioiclation of principles. 
I now therefore proceed to the only 
part of the genei’al theory of exchange 
which has not yet been touched upon, 


that of International Exchanges, or to 
speak more generally, exchanges be- 
tween distant places. 


CHAPTER Sm 

OF INTJ2RNA.TIONAIi TRADE. 


§ 1. The causes which occasion^ a 
commodity to be brought from a dis- 
tance, instead of being produced, as 
convenience would seem to dictate, as 
near as possible to the market where 
it is to be sold for consumption, are 
usually conceived in a rather superficial 
manner. Some things it is physically 
impossible to produce, except in par- 
ticular circumstances of heat, soil, 
water, or atmosphere. But there are 
many things which, thougli they could 
be produced at home without difficulty 
and in any quantity, are yet imported 
from a distance. The explanation 
which would he popularly given of this 
would be, that it is cheaper to import 
than to produce them : and this is the 
true reason. But this reason itself 
requires that a reason he given for it. 
Of two things produced in the same 
place, if one is cheaper than the other, 
the reason is that it can he produced 
with less labour and capital, or, in a 
word, -at less cost. Is this also the 
reason as between things produced in 
different places? Are things never 
imported but from places where they 
can be produced with less labour (or 
less of the other element of cost, time) 
than' in the place to which they are 
brought? Does the law, that perma- 
nent value is proportioned to cost of 
production, hold good between com- 
modities produced in distant places, as 
it does between those produced in ad- 
jacent places ? 

We shall find that it does not. A 
thing may sometimes be sold cbeapestj 
by being produced in some other place 
than that at which it can be produced 
with the smallest ' amount of labour 
and abstinence . England might import 


corn from Poland and pay for it in cloth, 
even though England had a decided 
advantage over Poland in the produc- 
tion of both the one and the other, 
England might send cottons to Por- 
tugal in exchange for wine, although 
Portugal might be able to produce 
cottons with a less amount of labour 
and capital than England could. 

This could not happen between ad- 
jacent places. If the north bank of the 
Thames possessed an advantage over 
the south hank in the production of 
shoes, no shoes would he produced on 
the south side ; the shoemakers wmuld 
remove themselves and their capitals 
to the north bank, or would have esta- 
blished themselves there originally ; 
for, being competitors in the same 
market with those on the north side, 
they could not compensate themselves 
for their disadvantage at the expense 
of the consumer : the amount of it 
would fall entirely on their profits; 
and they would not long content them- 
selves with a smaller profit, when, by 
simply crossing a river, they could 
increase it. But between distant 
places, and especially between differ- 
ent countries, profits may continue dif- 
ferent : because persons do not usually 
rernove themselves or their capitals to 
a distant place without a very strong 
motive. If capital removed to remote 
parts of the world as readily, and for as 
small an inducement, as it moves to 
another quarter of the same town’; if 
people would transport their manufac- 
tories to Anierica or China whenever 
they could save a small percentage in 
their- expenses by it; profits would be 
alike (or equivalent) all over the worid, 
and all things would be produced in 
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the places where the same lahoar and 
capital would produce them in greatest 
quantity and of best quality. A ten- 
dency may, even now, he observed 
towards such a state of things ; capital 
is hecoming niore and more cosmopoli- 
tan ; there is so much greater similarity 
of manners and institutions than for- 
merly, and somuch less alienation of feel- 
ing, among the more civilized countries, 
that hoth population and capital now 
move from one of those countries to 
another on much less temptation than 
heretofore. But there are still extra- 
ordinary differences, hoth of wages and 
of profits, between dilferent parts of 
the world. It needs hut a small motive 
tp transplant capital, or even persons, 
from Warwickshire to Yorkshire : hut 
a much greater to make them remove 
to India, the colonies, or Ireland. Tp 
Brauce, Germany, or Switzerland, ca- 
pital moves perhaps almost as readily as 
to the colonies ; the differences of lan- 
guage and government being scarcely 
so great a hindrance as climate and 
distance. To countries still barbarous, 
or, like Russia or Turkey, only be- 
ginning to he civilized, capital will not 
migi’ate, unless under the inducement 
of a very great extra profit. 

Between all distant places therefore 
in some degice, hut especially betw^een 
different countries (whether under the 
same supreme government or not), 
there may exist great inequalities in 
the retuin to labour and capital, with- 
out causing them to move from one 
place to the other in such quantity as 
to level those inequalities. The capital 
belonging to a country will, to a great 
extent, remain in the country, even if 
there be no mode of employing it in 
wdiicli it would not he more productive 
elsewdiere. Yet even a country thus cir- 
cumstanced might, and probably would, 
carry on trade with other countnes. It 
w^ould export articles of some sort, even 
to places which could make them with 
less labour than itself; because those 
countries, supposing them to have an 
advantage over it in all productions, 
would have a greater advantage in 
some things than in others, and would 
find it their interest to import the 
articles in which their advantage was ; 


smallest, that they might employ mom 
.of their labour and capital on those in 
which it was greatest. 

J 2. As I have said elsewhere* after 
Ricardo (the thinker who has done 
most towards clearingup this subject), t 
“ it is not a difference in the absolute 
cost^of production, which determines 
the interchange, hut a difference in the 
comparative cost. It may he to our 
advantage to procure iron from Sweden 
in exchange for cottons, even although 
the mines of England as well as her 
manufactories should be more produc- 
tive than those of Sweden; for if we 
have an advantage of one-half in cot- 
tons^ and only an advantage of a 
quarter in iron, and could sell our 
cottons to Sweden at the price which 
Sweden must pay for them if she pro- 
duced them herself, we shoulid obtain 
our iron with an advantage of one-half, 
as well as our cottons. We may often, 
by trading with foreigners, obtain their 
commodities at a smaller expense of 
labour and capital than they cost to 
the foreigners themselves. The bargain 
is still advantageous to the foreigner, 
because the commodity which he re- 
ceives in exchange, though it has cost 
us less, would have cost him more.” 

To illustrate the cases in which in- 
terchange of commodities will not, and 
those in which it will, take place be- 
tween two countries, Mr. Mill, in his 
Elements of Political Economy, f makes 
the supposition, that Poland has an 
advantage over England in the produc- 
tion both of cloth and of corn. He first 
supposes the advantage to ho of equal 
amount in both commodities : the cloth 
and the corn, each of which required 
100 days labour in Poland, requiring 

* JSssays on some TJnseiiled Cluesiions of 
Political JEconomy, Essay 1. 

t I at one time believed Mr. Eicardo to 
have been the sole author of the doctrine 
now universally received by political econo- 
mists, on the nature and measure of the be- 
nefit which a country dexuves from foi'eign 
ti'ade. But Colonel Torrens, by the repub- 
lication of one of his early writings. The 
Economists has established at least 

a joint claim with Mr. Eicardo to the origi- 
nation of the doctrine, and an exclusive one 
to its eaiiiest publication. 

$ Third ed. p. 120. 
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eacli 150 days labour in England. “ It 
would follow that tbe cloth of 150 days 
labour iu England, if sent to Poland, 
would be e(][ual to the cloth of 100 days 
labour in I^oland ; if exchanged for corn, 
therefore, it would exchange for the 
corn of only 1 00 days labour. But the 
corn of 100 days labour in Poland, was 
supposed to be the same quantity with 
that of 150 days labour in England. 
With 150 days labour in cloth, there- 
fore, England would only get as much 
corn in Poland as she could raise with 
150 diiys labour at home; and she 
would,’ in importing it, have the cost 
of carriage besides. In these circum- 
stances no exchange would take place.’’ 
In this case the comparative costs of 
the two articles in. England and in 
Poland were supposed to be the same, 
though the absolute costs were differ^ 
ent ; on which supposition we see that 
there would be no labour saved to 
either country hy confining its industry 
to one of the two productions, and im- 
porting the other. 

It is otherwise when the comparative, 
and not merely the absolute costs of the 
two articles are different in the two 
countries. ‘‘If,” continues the same 
author, “ while the cloth produced with 
100 days labour in Poland was pro- 
duced with 150 days labour in England, 
the com which was produced in Poland 
with 100 days labour could not he pro- 
duced in England with less than 200 
days labour ; an adequate motive to ex- 
change would immediately arise. With 
a quantity of cloth which England pro- 
duced with 150 days labour, she would 
be able to purchase as much corn in 
Poland as was there produced with 100 
days labour; but the quantity which 
was there produced with 100 days 
labour, would he as great as the quan- 
tity produced in England with 200 days 
labour.” By importing corn, therefore, 
from Poland, and paying for it with 
cloth, England would obtain for 150 
days labour what would otherwise cost 
her 200 ; being a saving of* 50 days 
labour on each repetition of the- trans- 
action ; and not merely a saving to 
England, but a saving absolutely; for 
it is not obtained ,„at the e.xpense of 
Poland, who, with corn that costs her 
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100 days labour, has purchased cloth 
which, if produced at home, would have 
cost her the same. Poland, therefore, 
on this supposition, loses nothing ; but- 
also she derives no advantage from the 
trade, the imported cloth costing her as 
much as ifit were made at home. To 
enable Poland to gain anything by the 
interchange, something must be abated 
from tbe gain of England : the corn pro- 
duced in Poland by 100 days labour, 
must be able to purchase from England 
more cloth than Poland could produce 
by that amount of labour ; more there- 
fore than England could produce by 
150 days labour, England thus obtain- 
ing tbe corn which would have cost 
her 200 days, at a cost exceeding 150, 
though short of 200. England there- 
fore no longer gains the whole of the 
labour which is saved to the two jointly 
hy trading with one another. 

§ 3. From this exposition we per- 
ceive in what consists the benefit of 
international exchange, or in other 
words, foreign commerce. Setting aside 
its enabling countries to obtain com- 
modities which they could not them- 
selves produce at all ; its advantage 
consists in a more efficient employ- 
ment of the productive forces of the 
world. If two countries which trade 
together attempted, as far as was phy- 
sically possible, to produce for them- 
selves what they now import from one 
another, the labour and capital of the 
two countries would not b,e so pro- 
ductive, the two together would not 
obtain from their industry so great a 
quantity of commodities, as when each 
employs itself in producing, both for 
itself and for the other, the things in 
which its labour is relatively most 
efficient. The addition thus made to 
the produce of the two combined, con- 
stitutes the advantage of the trade. 
It is possible that one of the two 
countries may be altogether inferior 
to the other in productive capacities, 
and that its labour and capital could 
be employed to greatest advantage by 
being removed bodily to the other. 
The labour and capital which have 
been sunk in rendering Holland habit- 
able, would have produced a much 
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greater return if transported to Ame- 
rica cr Ireland. The produce of the 
whole world would he greater, or the 
labour less, than it is, if everything 
were produced where there is the 
greatest absolute facility for its pro- 
duction. But nations do not, at least 
in modern times, emigrate m masse; 
and while the labour and capital of a 
country remain in the country, they 
are most beneficially employed in pro- 
ducing for foreign markets as well as 
for its own, the things in which it lies 
nnder the least disadvantage, if there 
be none in which it possesses an ad- 
vantage. 

§ 4. Before proceeding further, let 
us contrast this view of the benefits 
of international commerce with other 
theories which have prevailed, and 
which to a certain extent still prevail, 
on the same subject. 

According to the doctrine now stated, 
the only direct advantage of foreign 
commerce consists in the imports. A 
country obtains things which it either 
could not have produced at all, or which 
it must have produced at a greater ex- 
pense of capital and labour than the 
cost of the things which it exports to 
pay for them. It thus obtains a more 
ample supply of the commodities it 
wants, for the same labour and capital ; 
or the same supply, for less labour and 
capital, leaving the surplus disposable 
to produce other things. The vulgar 
theory disregards this benefit, and 
deems the aSvantage of commerce to 
reside in the exports : as if not what a 
country obtains, but what it parts with, 
by its foreign trade, was supposed to 
constitute the gain to it. An extended 
market for its produce — an abundant 
consumption for its goods — a vent for 
its surplus — are the phrases by which 
it has been customary to designate the 
uses and recommendations of commerce 
with foreign countries. This notion is 
intelligible, when we consider that the 
authors and leaders of opinion on mer- 
cantile questions have always hitherto 
been the selling class. It is in truth 
a surviving relic of the Mercantile 
Theory, according to which, money 
being the only wealth, selling, or in 


other words, exchanging goods for 
money, was (to countries without 
mines of their own) the only way of 
growing rich — and importation of 
goods, that is to say, parting with 
money, was so mnch subtracted from 
the benefit. 

The notion that money alone is 
wealth, has been long defunct, but it 
has left many of its progeny behind 
it ; and even its destroyer, Adam Smith, 
retained some opinions which it is im- 
possible to trace to any other origin. 
Adam Smith’s theory of the benefit of 
foreign trade, was that it afforded an out- 
let for the surplus produce of a country, 
and enabled a portion of the capital 
of the country to replace itself with a 
profit. These expressions, suggest ideas 
inconsistent with a clear conception of 
the phenomena. The expression, sur- 
plus produce, seems to imply that a 
country is under some kind of neces-, 
sity of producing the corn or cloth 
which it exports; so that the portion 
which it does not itself consume, if 
not wanted and consumed elsewhere, 
would either he produced in sheer 
waste, or if it were not produced, the 
corresponding portion of capital would 
remain idle, and the mass of productions 
in the country would be diminished by 
so much. Either of these suppositions 
would be entirely erroneous. The 
country produces an exportable article 
in excess of its own wants, from no in- 
herent necessity, hut as the cheapest 
mode of supplying itself with other 
things. If prevented from exporting this 
surplus, it would cease to produce it, and 
would no longer import anything, being 
unable to give an equivalent; but the 
labour and capital which had been 
employed in producing with a view to 
exportation, would find employment in 
producing those desirable objects which 
were previously brought from abroad : 
or, if some of them could not he pro- 
duced, in producing substitutes for 
them. ■ These articles would of course 
he produced at a greater cost than that 
of the things with which they had pre- 
viously been purchased from foreign 
countries. But the value and price of 
the articles w’ould rise in proportion; 
and the capital would just as much be 
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replaced, with the ordinary profit, from 
the . returns, as it was when employed 
in producing for the foreign - market. 
The only losers fafter the temporary 
inconvenience of the change) would^he 
the consumers of the heretofore im- 
ported articles ; who would he obliged 
either to do without them, consuming 
in lieu of them something which they 
did not like as well, or to pay a higher 
price for them than before. 

There is much misconception in the 
common notion of what commerce does, 
for a country. When commerce is 
spoken of as a source of national 
wealth, the imagination fixes itself 
■upon the large fortunes acquired _ by 
merchants, rather than upon the saving 
of price to consumers. But the gains 
of merchants, when they enjoy no ex- 
clusive privilege, are no greater than 
the profits obtained by the employment 
of capital in the country itself. If it 
be said that the capital now employed 
in foreign trade could not find employ- 
ment in supplying the home market, I 
might reply, that this is the fallacy of 
general over-production, discussed in a 
former chapter : but the thing is in this 
particular case too evident, to require 
an appeal to any general theory. We 
riot only see that the capital of the 
merchant would find employment, but 
we see what employment. There would 
be employment created, equal to that 
which would he taken away. Exporta- 
tion ceasing, importation to an equal 
-value would cease also, and all that 
part of the income • of the country 
which had been expended in imported 
commodities, would be ready to expend 
itself on the same things produced at 
home, or on others instead of them. 
Commerce is virtually a mode of cheap- 
ening production ; and in all such cases 
the consumer is the person ultimately 
benefited; the dealer, in the end, is 
sure to get his profit, whether the buyer 
obtains much or little for his money. 
This is said without prejudice to the 
effect (already touched upon, and to 
be hereafter fully discussed) which the 
cheapening of commodities may have 
in raising profits ; in the case when 
the commodity cheapened, being one 
of those consumed by labourers, enters 


into the cost of labour, by which the 
rate of profits is determined. 

§ 5. Such, then, is the direct eco- 
nomical advantage of foreign trade. 
But there are, besides, indirect effects, 
which must be counted as benefits of 
a high order.^ One is, the tendency of 
every extension of the market to im- 
prove the processes of production. A 
country which produces for a larger 
market than its own, can introduce a 
more extended division of labour, can 
make greater use of machinery, and is 
more likely to^ make inventions and 
improvements in the processes of pro- 
duction. Whatever causes a greater 
quantity of anything to he produced 
in the same place, tends to the general 
increase of the productive powers of 
the world.* There is another con- 
sideration, principally applicable to an 
early stage of industrial advancement. 
A people may be in a quiescent, in- 
dolent, uncultivated state, with all 
their tastes either fully satisfied or 
entirely undeveloped, and they may- 
fail to put forth the whole of their pro- 
ductive energies for want of any suffi- 
cient object of desire. The opening of 
a foreign trade, by making them ac- 
quainted with new objects, or tempting 
them by the easier acquisition of things 
which they had not previously thought , 
attainable, sometimes works a sort of 
industrial revolution in a country whose 
resources were previously imdeveloped 
for want of energy and ambition in 
the people : inducing those who were 
satisfied -with scanty comforts and little 
work, to work harder for the gratifica- 
tion of their new tastes, and even to 
save, and accumulate capital, for the 
still more complete satisfaction of those- 
tastes at a future time. 

But the economical advantages of 
commerce are surpassed in importance 
by those of its effects, which are in- 
tellectual and moral. It is hardly pos- 
sible to overrate the value, in the pi%- 
sent low state of human improvement, 
of placing human beings in contact 
with persons dissimilar to themselves, 
and with modes of thought and action 

* Vide supra, book i. ch. ix. § 1, 
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imlike tlioso Tvitli they are fami- 
liar. Commerce is now, what war once 
was, the principal source of this con- 
tact. Commercial adventurers from 
more advanced countries have gene- 
rallj been the first civilizers of bar- 
barians. And commerce is the purpose 
of the far greater part of the communi- 
cation vrhich takes place between civi- 
lized nations. Such communication 
has always been, and is peculiarly in 
the present age, one of the primary 
sources of progress. To human beings, 
wbo, as hitherto educated, can scarcely 
cultivate even a good quality without 
rurming it into a fault, it is indispen- 
sable to he perpetually comparing their 
own notions and customs with the expe- 
rience and example of persons in dif- 
ferent circumstances from themselves : 
and there is no nation wdiich does not 
need to borrow from others, not merely 
particular arts or practices, hut essen- 


tial points of character in wlnoh its 
own type is inferior. Fiiiall}^, com- 
merce first taught nations to see with 
good-will tlie wealth and prosperity of 
one another. Before, the patriot, un- 
less sufficiently advanced in culture to 
feel the world his country, wished all 
countries weak, poor, and ill-governed, 
but his own: he now sees in their 
wealth and progress a direct source of 
wealth and progress to his own country. 
It is commerce which is rapidly ren- 
dering war obsolete, by strengtliening 
and multipljing the personal interests 
which are in natural opposition to it. 
And it may be said without exaggera- 
tion, that the great extent and rapid 
increase of international trade, in hemg 
the principal guarantee of the peace of 
the world, is the great permanent se- 
curity for the unintenrupted progress of 
the ideas, the institutions, and the cha- 
racter of the human race. 
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§ 1. The values of commodities 
produced at the same place, or in 
places sufficiently adjacent for capital 
to move freely between them— let us 
say, for sim^icity, of commodities 
produced in the same country— depend 
(temporary fluctuations apart) upon 
their cost of production. But the value 
of a commodity brought from a distant 
place, especially from a foreign country, 
does not depend on its cost of produc- 
tion in the place from whence it comes. 
On what, then, does it depend? The 
value of a thing in any place, depends 
on the cost of its acquisition in that 
place ; which in the case of an imported 
article, means the cost of production of 
tbfe thing which is exported to .iaay 
for it. 

Since all trade is in reality barter, 
money being a mere instrument for 
exchanging things against one another, 
we will, for simplicity, begin by sup- 
posing the international trade to be in 


foim, what it always is in reality, an 
actual trucking of one' commodity 
against another. As far as we have 
hitherto proceeded, we have found all 
the laws of interchange to be essen- 
tially the same, whether money is used 
or not; money never governing, but 
always obeying, those general laws. 

If, then, England imports wine from 
Spain, giving for every pipe of wine 
a bale of cloth, the exchange value 
of a pipe of wine in England will 
not depend upon what the produe- 
tion of the wine may have cost in 
Spain, hut upon what the production 
of the cloth has cost in England. 
Though the wine may have cost 
in Spain the equivalent of only ten 
days labour, yet, if the cloth costs in 
England twenty days labour, the wine, 
when brought to England, will ex- 
change for the produce of twenty days 
Engiisli labour, plus the cost of car- 
riage; including the usual pi’ofit on the 
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importer’s capital during the time it is 
locked up, and withheld from other 
employment. 

The value, then, in any country, of 
a foreign commodity, depends on the 
quantity of home produce which must 
be given to the foreign country in ex- 
change for it. In other words, the 
values of foreign commodities depend 
on the terms of international exchange. 
■^Vhat, then, do these depend upon? 
"Wliat is it, which, in the case sup- 
posed, causes a pipe of wine from Spain 
to he exchanged with England for 
exactly that quantity of cloth? We 
have seen that it is not their cost of 
production. If the cloth and the wine 
were both made in Spain, they would 
exchange at their cost of production in 
Spain; if they were both made in 
England, they would exchange at their 
cost of production in England : but all 
the cloth being made in England, and 
all the wine in Spain, they are in cir- 
cumstances to which we have already 
determined that the law of cost of pro- 
duction is not applicable. We must 
accordingly, as we have done before in 
a similar embarrassment, fall back 
upon an antecedent law, that of supply 
and demand: and in this we shall 
again find the solution of our dijGficulty. 

I have discussed this question in a 
separate Essay, already once referred 
to; and a quotation of part of the 
exposition then given, will be the best 
introduction to my present view of the 
subj ect. I must give notice that we 
are now in the region of the most 
complicated questions which political 
economy affords; that the subject is 
one which cannot possibly be made 
elementary ; and that a more continu- 
ous efibrt of attention than has yet 
been required, will be necessary to 
follow the series of deductions. The 
thread, however, which we are about 
to take in hand, is in itself very simple 
and manageable ; the only diffculty is 
in following it through the windings 
and entanglements of complex interna- 
tional transactions. 

^§ 2. “When the trade is esta- 
blished between the two countries, the 
two commodities will exchange for 
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each other at the same rate of inter- 
change in both countries — hating the 
cost of carriage, of which, for the pre- 
sent, it will he more convenient to omit 
the consideration. ' Supposing, there- 
fore, for the sake of argument, that the 
carriage of the commodities from one 
country to the other could he efiected 
without labour and -without cost, no 
sooner would the trade he opened than 
the value of the two commodities, esti- 
mated in each other, would come to a 
level in both countries. 

“ Suppose that 10 yards of bm&d- 
cloth cost in England as much labour 
as 15 yards of linen, and in Germany 
as much as 20.” In common^ with 
most of my predecessors, I find it ad* 
-visahle, in these intricate investiga- 
tions, to give distinctness and fixity to 
the conception by numerical examples. 
These examples must sometimes, as in 
the present case, he purely suppositi- 
tious. I should have preferred real 
ones ; hut aU that is essential is, that 
the numbers should he such as admit 
of being easily followed through the 
subsequent combinations into which 
they enter. 

This supposition then being made, 
it would be the interest of England to 
import linen from Germany, and of 
Germany to import cloth from England. 
“When each country produced both 
commodities for itself, 10 yards of cloth 
exchanged for 15 yards of linen in 
England, and for 20 in Germany. They 
■will now exchange for the same number 
of yards of linen in both. Eor what 
number? If for 15 yards, England 
will he just as she was, and Germany 
will gain all. If for 20 yards, Germany 
will be as before, and England -will 
derive the whole of the benefit. If for 
any number intermediate between 15 
and 20, the advantage will be shared 
between the ’ two countries. If, for 
example, 10 yards of cloth exchange' 
for 18 of linen, England will gain an 
advantage of 3 yards on every 15, 
Germany will save 2 out of every 20. 
The problem is, wbat are the causes 
which determine the proportion in 
which the cloth of England and the 
linen of Germany -will exchange for 
each other. 

AA 
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“ As excliaiige value, in 1:1118 case as 
in every otlier, is proverbially fluctn- 
atiiig, it does not matter wbat we 
suppose it to be wlien we begin: we 
sbail soon see whether there be any 
fixed point about which it oscillates, 
which it has a tendency always to 
approach to, and to remain at. Let 
us suppose, then, that by the effect of 
what Adam Smith calls the higgling 
of the market, 10 yards of cloth, in 
both countries, exchange for 17 yards 
of linen. 

“ The demand for a commodity, that 
is, the quantity of it which can find a 
purchaser, varies, as we have before 
remarked, according to the price. In 
Germany the price of 10 yards of cloth, 
is nowT7 yards of linen, or whatever 
quantity of money is equivalent in 
Germany to 17 yards of hnen. Mow, 
that being the price, there is some 
particular number of yards of cloth, 
which will he in demand, or will find 
purchasers, at that price. There is some 
given quantity of cloth, more than 
which could not be disposed of at that 
price ; less than which, at that price, 
would not fully satisfy the demand. 
Let us suppose this quantity to be 1000 
times 10 yards. 

*'Let us now turn our attention to 
England. Tliere, the price of 1 7 y ai'ds 
of Hnen is 10 yards of cloth, or what- 
ever quantity of money is equivalent 
in England to 10 yards of cloth. 
Tliere is some particular number 
of yards of linen which, at that 
price, will exactly satisfy the de- 
mand, and no more. Let us suppose 
that this number is 1000 times 17 
yards. 

“ As 1 7 yards of linen are to 1 0 yards 
of cloth, so are' 1000 times 17 yards to 
1000 times 10 yards. ^ At the existing 
exchange value, the linen which Eng- 
land requires will exactly pay for the 
quantity of cloth which, on the same 
terms of interchange, Germany re- 
quires. The demand on each side is , 
precisely sufldcient to carry off the 
supply on the other. The conditions 
required by the principle of demand 
ana supply are fulfilled, and the two 
commodities will continne to be inter- 
tianged, as we supposed them to- , 


in the ratio of 17 yards of Imen for 10 
yards of cloth. 

“But our suppositions might have 
been different. Suppose that, at the 
assumed rate of interchange, England 
had been disposed to consume no 
^^eater quantity of linen than 800 
times 17 yards : it is evident that, at 
the rate supposed, this would not have 
sufficed to pay for the 1000 times 10 
yards of cloth which we have supposed 
Germany to require at the assumed 
value. Germany would he able to 
procure no more than 800 times 
yards at that price. To procure the 
remaining 200, which she would have 
no means of doing But by bidding 
higher for them, she would offer more 
than 17 yards of linen in exchange for 
10 yards of cloth : let ns suppose ber 
to offer 18. At this price, perhaps, 
England wonH be inclined to purchase 
a greater quantity of linen. She would 
consume, possibly, at that price, 900 
times 18 yards. On the other hand, 
cloth having risen in price, the demand 
of Germany for it would probably have 
diminished. , If, instead of 1000 times 
10 yards, she is now contented with 
900 times 10 yards, these will exactly 
pay for the 900 times 18 yards of linen 
which England is willing to take at 
the altered price : the demand on each 
side will again exactly suffice to take 
off the corresponding supply; and 10 
yards for 18 will he the rate at which,, 
in both countries, cloth will exchange 
for linen. 

“ The converse of all this would have 
happened, if, instead of 800 times 17 
yai'ds, we had supposed that England, 
at the rate of 10 for 17, would have 
taken 1200 times 17 yards of linen. In 
this case, it is England whose demand 
is not fully supplied; it is England* 
who, by bidding for more linen, will 
alter the rate of interchange to her 
own disadvantage ; and 10 yards of 
cloth will fall, in both countries, below 
the value of 17 yards of linen. By this 
fall of cloth, or what is the same thing,, 
this rise of linen, the demand of Ger- 
many for cloth will increase, and the 
demand of England for linen will 
diminish, till the rate of interchange : 
ha« so adjusted itself that the cloth 
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aiid tlie Huen^dll exactly pay for one 
another; and when once this point is 
attained, values will remain without 
farther alteration. 

“ It may he considered, therefore, as 
established, that when two countries 
trade together in two commodities, the 
exchange value of these commodities 
^relatively to each other will adjust 
itself to the inclination s and circum- 
stances of the consumers on both sides, 
in such manner that the quantities 
required by each countiy, of the articles 
which it imports from its neighbour, 
shall he exactly sufficient to^ pay for 
one another. As the inclinations and 
circumstances of consumers- cannot be 
reduced to any rule, so neither can the 
proportions in which the two commo- 
dities will he interchanged. We know 
that the limits within which the varia- 
tion is confined, are the ratio between 
their costs of production in the- one 
conntiT^, and the ratio between their 
costs of production in the other. Ten 
yai-ds of cloth cannot exchange for 
more than 20 yards of linen, nor for 
less than 15. But they may exchange 
for any intermediate number. The 
ratios, therefore, in which the advan- 
tage of the trade may be divided be- 
tween: the two nations, are various. 
The circumstances on which the pro- 
portionate share of each country more 
remotely depends, admit only of a very 
general indication, 

“It is even possible to conceive an 
extreme case, in which the whole of 
the advantage resulting from the inter- 
change would he reaped by one party, 
the other country gaining nothing at 
all. There is no' absurdity in the 
hypothesis that, of some given com- 
modity, a certain quantity is all that 
is wanted at any price ; and that^ when 
that quantity is obtained, no fall in the 
exchange value would induce other 
consumers to come forward, or those 
who are ah-eady supplied, to take more. 
Let us suppose that this is the case in 
Germany with cloth. Before her trade 
with England commenced,, when 10 
yards- of cloth cost her as- much labour 
as 20 yards of linen, she nevertheless 
consumed as much cloth as she wanted 
under any circumstances, andy if she 


could obtain it at the rate of 10 yards 
of cloth for 15 of linen, she would not 
consume more. Let this fixed quantity 
he 1000 times 10 yards. At the rate, 
however, of xO for 20, England would 
want more linen than would he equi- 
valent to this quantity of cloth. Blie 
would, consequently, offer a higher 
value for linen ; or, what is the same 
thing, she would offer her cloth at a 
cheaper rate. But, as by no lowering 
of the value could she prevail on Ger- 
many to take a greater quantity of 
cloth, there would be no limit to the 
rise of linem or fall of cloth, until the 
demand of England for linen was re- 
duced by the rise of its value, to the 
quantity which 1000 times 10 yards of 
cloth would purchase. It might he, 
that to produce this diminution of the 
demand a less fall would not suffice 
than that which would make 10 yards 
of cloth excha’ige for 15 of linen. 
Germany would then gain the whole off 
the advantage, and England would Be 
exactly as she was before the trade- 
commenced. It would he for the in- 
terest, howevery of Germany herself to 
keep her linen a little below the value 
at which it could he pmduced in Eng- 
land, in order to keep herself from, 
being supplanted by the home pro- 
ducer. England, therefore, would' 
always benefit in some degree by the 
existence of the trade, though it might 
he a- very trifling one.’ ^ 

In this statement, I conceive, is con- 
tained the first elementary principle of 
International' Values,- 1 nave, as is 
indispensable in such abstract and hy- 
pothetical cases, supposed the circum- 
stances to be much less complex than 
they really are : in the first place by 
suppressing the cost of carriage : next, 
by supposing that there are only two 
countries trading together ; and lastly, 
Idiat they trade only in two commodi- 
ties; To/ render the exposition of the 
principle complete,, it is necessary to 
restore tire various circumstances, thus 
temporarily left out to simplify the 
: argument. Those who are accustomed 
to anykind of scientific investigation 
will: probably see, without formal proof, 
:that the. introduction of these cirouna- 
stoces. cannot. alter the theory of the 
AA2 
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sultject. Trade among any number of 
countries, and in any number of com- 
modities, must take place on tbe same 
essential principles as trade between 
two countries and in two commodities. 
Introducing a greater number of agents 
precisely similar, cannot change tbe 
law of tlieir action, no more than 
putting additional weights into the 
two scales of a balance alters the law 
of gravitation. It alters nothing but 
the numerical results- For more com- 
plete satisfaction, however, we will 
enter into the complex cases with the 
«ame particularity with which we have 
.stated the simpler one. 

% 3. First, let us introduce the ele- 
ment of cost of carriage. The chief 
difference will then he, that the clo»ih 
■and the Hnen will no longer exchange 
'for each other at precisely the same 
rate in both countries. Linen, having 
to he carried to England, will be dearer 
there by its cost of carriage; and cloth 
will he dearer in Germany by the cost 
■ of carrying it from England. Linen, 
•estimated in cloth, will be dearer in 
'England than in Germany, by tbe cost 
• of carriage of both articles . and so will 
'doth in Germany, estimated in linen. 
Suppose that the cost of carriage of 
* each is equivalent to one yard of linen ; 
and suppose that, if they could have 
been carried wdtbout cost, the -terms of 
interchange would have been 10 yards 
of cloth for 17 of linen. It may seem 
at first that each country will pay its 
own cost of carriage ; that is, the car- 
riage of the article it imports ; that in 
Germany 10 yards of cloth will ex- 
change for 18 of linen, namely, the 
original 17, and 1 to cover the cost of 
carriage of the cloth; while in Eng- 
land, 10 yards of cloth will only pur- 
chase 16 of linen, 1 yard being de- 
ducted for the cost of carriage of the 
linen. This, however, cannot be af- 
firmed with certainty ; it will only be 
true, if the Hnen which the English 
consumers would take at the price of 
10 for 16, exactly pays for the cloth 
which the German consumers would 
take at 10 for 18. The values, what- 
‘ ever they are, must establish this equi- 
librium. Ko absolute rule, therefore, 


can be laid down for the division of the 
cost, no more than for the division of 
the advantage: and it does not follow 
that in whatever ratio the one is di- 
vided, the other will be divided in the 
same. It is impossible to say, if the 
cost of carriage could be annihilated, 
whether the producing or the importing 
country would be most benefited. This 
would depend on the play of interna- 
tional demand. 

Cost of carriage has one effect more. 
But for it, every commodity would (if 
trade be supposed free) be either regu- 
larly imported or regularly exported. 
A country would make nothing for 
itself which it did not also make for 
other countries. But in consequence 
of cost of carriage there are many 
things, especially bulky articles, which 
every, or almost every country pro- 
duces within itself. After exporting 
the things in which it can employ itself 
most advantageously, and importing 
those in which it is under the greatest 
disadvantage, there are many lying 
between, of which the relative cost of 
production in that and in other countries 
differs so Httle, that the cost of carriage 
would absorb more than the whole 
saving in cost of production which 
would be obtained by importing one 
and exporting another. This is, the 
case with numerous commodities of 
common consumption; including the 
coarser qualities of many articles of 
food and manufacture, of which the 
finer kinds are the subject of extensive 
international traffic. 

§ 4. Let us now introduce a greater 
number of commodities than the two 
we have hitherto supposed. Let cloth 
and linen, however, be still the articles 
of which the comparative cost of pro- 
duction in England and in Germany 
difiers tlie most ; so that if they were 
confined to two commodities, these 
would be the two which it would be 
most their interest to exchange. We 
will now again omit cost "of carriage, 
which, having been shown not to affect 
the essentials of the question, does but 
embarrass unnecessarily tbe statement 
of it. Let us suppose, then, that the 
demand of England for linen is either 


INTERNATIONAL VALUES. 357 


so much greater than that of Germany 
for clothj or so much more extensible by 
cheapness, that if England had no com- 
modity but cloth which Germany would 
take, the demand of England would 
force up the terms of interchange to 10 
yards of cloth for only 16 of linen, so 
that England would gain only the dif- 
ference between 15 and 16, Germany 
the difference between 16 and 20. But 
let US now suppose that England has 
also another commodity, say iron, 
which is in demand in Germany, and 
that the quantity of iron which is of 
equal value in England with 10 yards 
of cloth, (let us call this quantity ^ a 
hundred weight) will, if produced in 
Germany, cost as much labour as 18 
yards of linen, so that if offered by Eng- 
land for 17, it will undersell the Ger- 
man producer. In these circumstances, 
linen will not be forced up to the rate 
of 16 yards for 10 of cloth, but will stop, 
suppose at 17 ; for although at that 
rate of interchange, Germany will not 
take enough cloth to pay for all the 
linen required by England, she will 
take iron for the remainder, and it is 
the same thing to England whether she 
gives a hundred weight of iron or 10 
yards of cloth, both being made at the 
same cost. If we now superadd coals 
or cottons on the side of England, and 
wine, or corn, or timber, on the side of 
Germany^ it will make no difference in 
the principle. The exports of each 
country must exactly pay for the im- 
ports ; meaning now the aggregate ex- 
ports and imports, not those of par- 
ticular commodities taken singly. The 
produce of fifty days English labour, 
whether in cloth, coals, iron, or any 
other exports, will exchange for the 
produce of forty, or fifty, or sixty days 
German labour, in linen, wine, com, or 
timber, according to the international 
demand. There is some proportion at 
which the demand of the two countries 
for each other’s products will exactly 
correspond; so that the things 
supplied by England to Germany 
will be completely paid for, and 
no more, by Those supplied by Ger- 
many to England. This accordingly 
will be the ratio in which the pro- 
duce of English and the produce of 


German labour will exchange for one 
another. 

If, therefore, it be asked what country 
draws to itself the greatest share of the 
advantage of any trade it carries on, 
the answer is, the country for whose 
productions there is in other countries 
the greatest demand, and a demand 
the most susceptible of increase from 
additional cheapness. In so far as the 
productions of any country possess this 
property, the counj:ry obtains all foreign 
commodities at less cost. It gets its im- 
ports cheaper, the greater the intensity 
of the demand in foreign countries for 
its exports. It also gets its imports 
cheaper, the less the extent and in- 
tensity of its own demand for them. 
The market is cheapest to those whose 
demand is small. A country which 
desires few foreign productions, and 
only a limited quantity of them, while 
its own commodities are in great re- 
quest infforeign countries, will obtain 
its limited imports at extremely small 
cost, that is, in exchange for the pro- 
duce of a very small quantity of its 
labour and capital. 

Lastly, having introduced more than 
the orignai two commodities into the 
hypothesis, let us also introduce more 
than the original two countries. After 
the demand of England for the linen of 
Germany has raised the rate of inter- 
change to 10 yards of cloth "for 16 of 
linen, suppose a trade opened between 
England and some other country which 
also exports linen. And let us suppose 
that if England had no trade but with 
this third country, the play of interna- 
tional demand would enable her to ob- 
tain from it, for 10 yards of cloth or its 
equivalent, 17 yards of linen. She 
evidently would not go on buying linen 
from Germany at the former rate : Ger- 
many would he undersold, and must 
consent to give 17 yards, like the other 
country. In this case, the circum- 
stances of production and of demand in 
the third country are supposed to be in 
themselves more advantageous to Eng- 
land than the circumstances of Gei’- 
many; hut this supposition is not ne- 
cessary : we might suppose that if tbe 
trade with Germany did not exist, Eog- 
laud would be obliged to give to the 
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other country the same advantageous 
terms wliicli slie gives to Germany; 10 
yards of cloth for 16, or even less than 
16, of linen. Even so, the opening of the 
third country makes a great dJKerende 
in favour of England. There is now a 
double market for English exports, 
while the demand of England for linen 
is only what it was before. This 
necessarily obtains for England more 
advantageous terms of interchange. 
The two countries, requiring mnch 
more of her produce than was required 
hy either alone, must, in order to ob- 
tain it, force an increased demand for 
their exports, by offering them at a 
lower value. 

It deserves notice, that this effect in 
favour of England from the opening of 
another market for her exports, will 
equally be produced even though the 
country from which the demand comes 
should have nothing to sell which Eng- 
land is willing to take. Suppose that 
the third country, though requiring 
cloth or iron firom England, produces 
no linen, nor any other article which 
is in demand there. She however pro- 
duces exportable articles, or she would 
have no means of paying for imports : 
her exports, though not snitable to the 
English consumer, can find a market 
somewhere. As we are only supposing 
three countries, we must assume her to 
find this market in Germany, and to 
pay for what she imports from Jhigland 
by orders on her German customers. 
Germany, therefore, besides having to 
pay for her own imports, now owes a 
debt to England on account of the 
third country, and the means for both 
purposes must he derived from her ex- 
portable produce. She must therefore 
tender that produce to England on 
terms sufficiently favourable to force a 
demand equivalent to this double debt. 
Eveiy thing will take place precisely as 
if the third country mad bought Ger- 
man produce with her own goods, and 
offered that produce to England in ex- 
change for hers. There is an increased 
demand for English goods, for which 
German goods have to furnish the pay- 
meiit ; and this can only be done by 
forcing an increased demand for them 
in England, that is, bv lowering their 


value. Thus an increase of demand 
for a country’s exports in airy foreign 
country, enahles her to obtain more 
cheaply even those imports which she 
procures from^ other quarters. And 
conversely, an increase of her own de- 
mand for any foreign commodity com- . 
pels her, cmteons parihus, to pay dearer 
for all foreign commodities. 

The law which we have now illus- 
trated, may be appropriately named, 
the Equation of International Demand. . 
It may be concisely stated as follows. 
The produce of a country exchanges for 
the produce of other countries, at such 
values as are required in order that the 
whole of her exports may exactly pay 
for the whole of her imports. This law 
of International Values is hut an ex- 
tension of the more general law of 
Value, which we called the Equation of 
Supply and Demand.'^ We have seen 
that the value of a commodity always 
so adjusts itself as to bring the demand 
to the exact level of the supply. But 
all trade, either between nations or 
individuals, is an interchange of com^ 
modities, in which the things that they 
respectively have to sell, constitute 
also their means of purchase : the supply 
brought by the one constitutes his de- 
mand for what is brought by the other. 
So that supply and demand are but 
another expression for reciprocal de- 
mand : and to say that value will adjust 
itself so as to equalize demand with 
supply, is in fact to say that it will ad- 
just itself so as to equalize the demand 
on one side with the demand on the 
other. 

§ 5. To trace the consequences of 
this law of International Values through 
their wide ramifications, w^ould occupy 
more space than can be here devoted 
to such a purpose. But there is one 
of its applications which I will notice, 
as being in itself not uniraportant, as 
hearing on the question which will 
occupy us in the next chapter, and 
especially as conducing to the more 
Ml and clear understanding of the law 
itself. 

We have seen that the value at which 
a country purchases a foreign commo- 
* S^upra, book iii, cb, ii, § 4 
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dity, does not conform to the cost of 
production in the country from which 
the commodity comes. Suppose now a 
change in that cost of production ; an 
improvement, for example, in the pro- 
cess of manufacture. Will the benefit of 
the improvenient be fully participated 
in by other countries? Win the com- 
modity be sold as much cheaper to 
foreigners, as it is produced cheaper at 
home ? This question, and the consi- 
derations which must he entered into 
in order to resolve it, are well adapted 
to try the worth of the theory. 

Let us first suppose, that the im- 
provement is of a nature to create a new 
branch of export : to make foreigners 
resort to the country for a commodity 
which they had previously produced at 
home. On this supposition, the foreign 
demand for the productions of the 
country is increased ; which necessarily 
alters the international values to its 
advantage, and to the disadvantage of 
foreign countries, who, therefore, though 
they"* participate in the benefit of the 
new product, must purchase that benefit 
by paying for all the other productions 
of the country at a dearer rate than be- 
fore. How much dearer, will depend 
on the degree necessary for re-estahiish- 
ing, under these new conditions, the 
Equation of International Demand. 
These consequences follow in a very 
obvious manner from the law of inter- 
national values, and I shall not occupy 
space in illustrating them, bnt shall 
pass to the more frequent case, of an 
improvement which does not create a 
new article of export, but lowers the 
cost of production of something which 
the country already exported. 

It being advantageous, in discussions 
of this complicated nature, to employ 
definite numerical amounts, we shall 
return to our original example. Ten 
yards of cloth, if produced in Germany, 
would require the same amount of 
labour and capital as twenty yards of 
linen ; but, by the play of international 
demand, they can be obtained from 
England for seventeen. Suppose now, 
that by a mechanical improvement 
made in Geimany, and not capable of 
being transferred to England, the same 
quantity of labour and capital which 


produced twenty yards of linen, is 
enabled to produce thirty. Linen falls 
one-third in value m the German mar- 
ket, as compared with other commodi- 
ties i)roduced in Germany. Will it 
also fall one-third as compared with 
English cloth, thus giving to England, 
in common with Germany, the full 
benefit of the improvement ? Or (ought 
we not rather to say), since the cost 
to England of obtaining linen was not 
regulated by the cost to Germany of 
producipg it, and since England, 
accordingly, * did not get the entire 
benefit even of the twenty yards which 
Germany could have given for ten 
yards of cloth, hut only obtained seven- 
teen — why should she now obtain more, 
merely because this theoretical limit is 
removed ten degrees further off? 

It is evident that in the outset, the 
improvement vdli lower the value of 
linen in Germany, in relation to afi 
other commodities in the German mar- 
ket, including, among the rest, even 
the imported commofity, cloth. If 10 
yards of cloth previously exchanged for 
17 yards of linen, they will now ex* 
change for half as much more, or 25^ 
yards. But whether they will continue 
to do so, will depend on the effect which 
this increased cheapness of linen pro- 
duces on the international demand. 
The demand for linen in England could 
scarcely fail to be increased. But it 
might be increased either in proportion 
to the cheapness, or in a greater pro- 
portion than the cheapness, or in a less 
proportion. 

If the demand was increased in the . 
same proportion with the cheapness, 
England would take as many times 25| 
yards of linen, as the number of times 
17 yards which she took previously. 
She would expend in linen exactly as 
much of cloth, or of the equivalents of 
cloth, as much in short of the collective 
mcome of her people, as she did before. 
Germany, on her part, would probably 
require, at that rate of interchange, the 
same quantity of cloth as before, be- 
cause it would in reality cost her ex- 
actly as much ; 25| yards of linen being 
now of the same value in her market, 
as 17 yards were before. In this case, 
therefore, 10 yards of cloth for 254* of 
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linen is tlie rate of interchange which 
tinder these new conditions would re- 
store the equation of international de- 
mand ; and England would obtain linen 
one-third cheaper than before, being 
the same advantage as was obtained by 
Germany. 

It might happen, however, that this 
great cheapening of linen would in- 
crease the demand for it in England in 
a greater ratio than the increase of 
cheapness ; and that if she before 
wanted 1000 times 17 yards, she would 
now require more than 1000 times 25| 
yards to satisfy her demand. If so, 
the equation of international demand 
cannot establish itself at that rate of 
interchange ; to pay for the linen Eng- 
land must offer cloth on more advan- 
tageous terns : say, for example, 10 
yards for 21 of linen ; so that England 
will not have the full benefit of the 
improvement in the production of linen, 
while Germany, in' addition to that 
benefit, will also pay less for cloth. 
But again, it is possible that England 
might not desire to increase her con- 
sumption of linen in even so great a 
proportion as that of the increased 
cheapness ; she might not desire so 
great a quantity as 1000 times 25| 
yards : and in that case Germany must 
force a demand, hy offering more than 
254 yards of linen for 10 of cloth; 
linen will be cheapened in England in 
a still greater degree than in Germany; 
while Germany will obtain cloth on 
more unfavourable terms, and at a 
higher exchange value than before. 

After what has already been said, it 
is not necessary to particularize the 
manner in which these results might 
be modified by introducing into the 
hypothesis other countries and other 
commodities. There is a further cir- 
cumstance by which they may also he 
modified. In the case supposed, th,e 
consumers of Gemany have had apart 
of their incomes set at liberty hy the 
increased cheapness of linen, which 
they may indeed expend in increasing 
their consumption of that article, but 
wMcb they may, likewise, expend in 
other articles, and among others, in 
cloth or other imported commodities. 
This would be an additional element in 


the international demand, and would 
modify more or less the terms of inter- 
change. 

Of the three possible varieties in tbe 
influence of cheapness on demand, 
which is the more probable— that the 
demand would he increased more than 
the cheapness, as much as the cheap- 
ness, or less than the cheapness? This 
depends on the nature of the particular 
comrpodity, and on the tastes of pur- 
chasers. When the commodity is one 
in general request, and the fall of its 
price brings it within the reach of a 
much larger class of incomes than be- 
fore, tbe demand is often increased in 
a greater ratio than the fall of price, 
and a larger sum of money is on the 
whole expended in the article. Such 
was the case with coffee, when its price 
was lowered by successive reductions 
of taxation ; and sucb would probably 
be the case] with sugar, wine, and a 
large class of commodities which, 
though not necessaries, are largely con- 
sumed, and in which many consumers 
indulge when the articles are cheap 
and economize when they are dear. 
But it more frequently happens that 
when a commodity falls in price, less 
money is spent in it than before: a 
greater quantity is consumed, but not 
so great a value. The consumer who 
saves money by the cheapness of the 
article, will be likely to expend part of 
the saving in increasing his consump- 
tion of other things: and unless the 
low price attracts a large class of new 
purchasers who were either not consu- 
mers of the article at all, or only in 
small quantity and occasionally, a less 
aggregate sum will be expended on it. 
Speaking generally, therefore, the third 
of our three cases is the most probable : 
and an improvement in an exportable 
article is likely to be as beneficial (if not 
more beneficial) to foreign countries, 
as to the country where the article is 
produced. 

§ 6. Thus far had the theory of in- 
ternational values been carried in the 
first and second editions of this work. 
But intelligent criticisms (chiefly those 
of my friend Mr, William Thornton) 
and subsequent further investigation. 
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have shown that the doctrine stated in 
the preceding pages, though correct as 
far as it goes, is not yet the complete 
theory of the subject matter. 

It has been shown that the exports 
and imports between the two countries 
(or,. if we suppose more than two, be- 
tween each country and the world) 
must in the aggregate pay for each 
other, and must therefore be exchanged 
for one another at such values as. will 
be compatible with the equation of in- 
ternational demand. That this, how- 
ever, does not furnish the complete law 
of the phenomenon, appears Irom the 
following consideration: that several 
different rates of international value 
may all equally fulfil the conditions of 
this law. 

The supposition was, that England 
could produce 10 yards of cloth with 
the same labour as 15 of linen, and 
Germany with the same labour as 20 
of linen ; that a trade was opened be- 
tween the two countries ; that England 
thenceforth confined her production to 
cloth, and Germany to linen ; and, that 
if 10 yards of cloth should thenceforth 
exchange for 17 of linen, England and 
Germany would exactly supply each 
other’s demand: that, for instance, if 
England wanted at that price 17,000 
yards of linen, Germany would want 
exactly the 10,000 yards of cloth, 
which, at that price, England would 
be required to give for the linen. 
Under these suppositions it appeared, 
that 10 cloth for 17 linen, would be, in 
point of fact, the international values. 

But it is quite possible that some 
other rate, suchas 10 cloth for 18 linen, 
might also fulfil the conditions of the 
equation of international demand. Sup- 
pose that at this last rate, England 
would want more linen than at the 
rate of 10 for 17, but not in the ratio of 
the cheapness ; that she would not want 
the 18,000 which she could now buy 
with 10,000 yards of cloth, but would 
be content with 17,500, for which she 
would pay (at the new rate of 10 for 
18) 9722 yards of cloth. Germany, 
again, having to pay dearer for cloth 
than wdien it could be bought at 10 
for 17, would probably reduce her con- 
sumption to an amount below 10,000 


yards, perhaps to the very same num- 
ber, 9722. Under these conditions the 
Equation of International Demand 
would still exist. Thus, the rate of 
10 for 17, and that of 10 for 18, would 
equally satisfy the Equation of De- 
mand : and many other rates of inter- 
change might satisfy it in like manner. 
It is conceivable that the conditions 
might be equally satisfied by every nu- 
merical rate which could be supposed. 
There is still, therefore, a portion of 
indeterminateness in the rate at which 
the international values would ad-just 
themselves, showing that the whole 
of the influencing circumstances can- 
not yet have been taken into the 
account. 

§ 7. It will be found that to supply 
this deficiency, we must take into con- 
sideration not only, as we have already 
done, the quantities demanded in each 
country, of the imported commodities ; 
but also the extent of the means of 
supplying that demand, which are set 
at liberty in each country by the 
change in the direction of its industry. 

To illustrate this point it will be 
necessary to choose more convenient 
numbers than those wdiich we have 
hitherto employed. Let it be supposed 
that in England 100 yards of cloth, 
previously to the trade, exchanged for 
100 of linen, hut that in Germany 100 
of cloth exchanged for 200 of linen. 
"When the trade was opened, England 
would supply cloth to Germany, Ger- 
many linen to England, at an exchange 
value which would depend partly oa 
the element already discussed, viz. th© 
comparative degree in which, in the 
two countries, increased cheapness 
operates in increasing the demand; 
and partly on some other element not 
yet taken into account. In order to 
isolate this unknown element, it will 
be necessary to make some definite and 
invariable supposition in regard to the 
known element. Let us therefore as- 
sume, that the influence of cheapness 
on demand conforms to some simple 
law, common to both countries and 
to both commodities. As the simplest 
and most convenient, ’let us suppose 
that in both countries any give.n in 
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crease of cfeeapness produces an ex- 
actly proportional increase of consump- 
tion : or, in other words, that the value 
expended in the commodity, the cost 
incurred for the sake of obtaining it, 
is always the same, whether that cost 
affords a greater or a smaller quantity 
of the commodity. 

Let us now suppose that England, 
previously to the trade, required a 
million of yards of linen, which were 
worth, at the English cost of produc- 
tion, a million yards of cloth. By 
turning all the labour and capital with 
which that linen was produced, to the 
production of cloth, she would produce 
for exportation a million yards of 
cloth. Suppose that this is the ex- 
act quantity which Germany is accus- 
tomed to consume. England can dis- 
pose of all this cloth in Geimany at 
the German price ; she must consent 
indeed to take a little less until she has 
driven the German producer from the 
market, hut as soon as this is effected, 
she can sell her million of cloth for two 
millions of linen ; being the quantity 
that the German clothiers are enabled 
to make, by transferring their whole 
labour and capital from cloth to linen. 
Thus England would gain the whole 
benefit of tbe trade, and Germany 
notbing. This would he perfectly con- 
sistent with the equation of interna- 
tional demand : since England (ac- 
cording to the hypothesis in the pre- 
ceding paragraph) now requires two 
millions of linen (being able to get 
them at the same cost at which she 
previously obtained only one), while 
the prices in Germany not being 
altered, Germany requires as before 
exactly a million of clotb, and can ob- 
tain it by employing tbe labour and 
capital set at liberty from the pro- 
duction of cloth, in producing the 
two millions of linen required by 
England. 

Thus far, we have supposed that the 
additional cloth which England could 
make, by transferring to cloth the 
whole of the capital previously em- 
ployed in making linen, was exactly 
sufficient to supply the whole of Ger- 
many’s existing demand. Bat suppose 
next that it is more than sufficient. 


Suppose ^that while England could 
make with her liberated capital a 
million yards of cloth for exportation, 
the cloth which Germany had hereto- 
fore required was 800,000 yards only, 
equivalent at the German- cost of pro- 
duction to 1,600,000 yards of linen. 
England therefore could not dispose 
of a whole million of cloth in Germany 
at the German prices. Yet she wants, 
whether cheap or dear (by our suppo- 
sition), as much linen as can be bought 
for a million of cloth : and since this 
can only be obtained from Germany, or 
by the more expensive process of 
production at home, the holders of the 
million of cloth will be forced by each 
other’s competition to offer it to Ger- 
many on any terms (shoii; of the 
English cost of production) which will 
induce Germany to take the whole. 
What terms these, would he, the sup- 
position we have made enables us 
exactly to define. The 800,000 yards 
of cloth which Germany consumed, 
cost her the equivalent of 1,600,000 
linen, and that invariable cost is what 
she is willing to expend in cloth, 
whether the quantity it obtains for 
her he more or less. England, there- 
fore, to induce Germany to take a mil- 
lion of cloth, must offer it for 1,600,000 
of linen. The international values 
will thus be 100 clotb for 160 linen, 
intermediate between the ratio of the 
costs of production in England and 
that of the costs of production in 
Germany : and the two countries will 
divide the benefit of the trade, England 
gaining in the aggregate 600,000 
yards of linen, and Germany being 
richer by 200,000 additional yards of 
cloth. 

Let us now stretch the last supposi- 
tion still farther^ and suppose that the 
cloth previously consumed by Germany 
was not only less than the million 
yards which England is enabled to 
furnish by discontinuing her production 
of linen, but less in the full proportion 
of England’s advantage in the produc- 
tion, that is, that Germany only re- 
quired half a million. In this case, 
by ceasing altogether to produce cloth, 
Germany can add a million, but a 
milMon only, to hei; production of linen, 
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and tHs millioD. being tbe equivalent 
oC wbat tbe balf railHou previously 
cost bei', is all that she can be induced 
by any degree of cheapness to expend 
in clotb. England will be forced by 
ber own competition to give a whole 
million of cloth for this million of linen, 
just as she was forced in the preceding 
case to give it for 1,600,000. But 
England could have produced^ at the 
same cost a million yards of linen for 
herself. England therefore derives, in 
this case, no advantage from the inter- 
national trade. Germany gains the 
whole; obtaining a million of cloth 
instead of half a million, at what the 
half million previously cost her. Ger- 
many, in short, is, in this third case, 
exactly in the same situation as Eng- 
land was in the first case ; which may 
easily he verified by reversing the 
figures. 

As the general result of the three 
cases, it maybe laid down as a theorem, 
that under the supposition we have 
made of a demand exactly in propor- 
tion to the cheapness, the law of 
international value will he as fol- 
lows:' — 

The whole of the cloth which Eng- 
land can make with the capital pre- 
viously devoted to linen, will exchange 
for fihe whole of the linen which Ger- 
many can make with the capital pre- 
viously devoted to cloth. 

Or, still more generally, 

The whole of the commodities which 
the two countries can respectively make 
for exportation, with the labour and 
capital thrown out of employment by 
importation, will exchange against one 
another. 

This law, and the three different 
possibilities arising from it 'in respect 
to the division of the advantage, may 
he conveniently generalized by means 
of algebraical symbols, as follows :— 

Let the quantity of cloth which 
England can make with the labour and 
capital withdrawn from the production 
of linen, be = 32. 

Let the cloth previously required 
by Germany (at the German cost of 
production) be = m. 

Then n of cloth will always ex- 
change for exactly 2m of linen. 


Consequently if n = m, ^ the whole 
advantage will he on the side of Eng- 
land. , 

If 32 == 2m, the whole advantage will 
he on the side of Germany. 

If 32 he greater than hut less than 
23W, the two countries will share the 
advantage; England getting 2m of 
linen where she before got only 7i; 
Germany getting % of cloth where she 
before got only m. 

It is almost superfluous to observe 
that the figure 2 stands where it does, 
only because it is the figure which ex- 
presses the advantage of Germany over 
England in linen as estimated in cloth, 
and (what is the same thing) of Eng- 
land over Germany in cloth as esti- 
mated in linen. If we had supposed 
that in Germany, before the trade, 1 00 
of cloth exchanged for 1000 instead of 
200 of linen, then n (after the trade 
commenced) would have exchanged for 
10??2 instead of 2m. If instead of 1000 
or 200 we had supposed only 150, 32 

3 

would have exchanged for only -m. 

If (in fine) the cost value of cloth (as 
estimated in linen) in Germany, ex- 
ceeds the cost value similarly estimated 
in England, in the ratio of p to g, then 
will 32, after the opening of the trade, 

exchange 

1 

§ 8. We have now anived at what 
seems a law of International Values, of 
great simplicity and generality. But 
we have done so by setting out from a 

* It may be asked, why we have, supposed 
the niimber 3z t6 have as its extreme limits, 

m and 2w (or-^j») ? why may not n he less 

than itt, or greater than 2»» ; and if so, what 
will be the result ? 

This we shall now examine, and when we 
do so it will appear that w is always, practi- 
cally speaking, oonfbued within these limits. 

Suppose for example that n is less than m; 
or, reverting to our former jfigures, that the 
million yards of cloth, which England can 
make, will not satisfy the whole of Germany’s 
pre-existing demand; that demand being (let 
us suppose) for 1,200,000 yards. It would 
then, at first sight, appear that England 
would supply Germany with cloth up to the 
extent of a million ; that Germany would 
continue to supply herself with the remain- 
ing;, 200,000 by home production; that this 
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purely arbitrary hypothesis respecting 
the relation between demand and 
cheapness. We have assumed their 
relation to be fixed, though it is essen- 
tially variable. We have supposed 
that every increase of cheapness pro- 
duces an exactly proportional extension 
of demand ; in other words, that the 
same invariable value is laid out in a 
commodity whether it be cheap or dearj 
and the law which we have investi- 
gated holds good only on this hypo- 
thesis, or some other practically equi- 
valent to it. Let us now, therefore, 
combine the two variable elements of 
the question, the variations of each 
of which we have considered sepa- 
rately. Let us suppose the relation 
between demand and cheapness to 
vary, and to become such as would 
prevent the rule of interchange laid 
down in the last theorem from satis- 
fying the conditions of the Equation 
of International Demand. Let it he 
supposed, for instance, that the demand 

portion of the supply would regulate the price 
of the whole ; that England therefore would 
he able permanently to sell her million of 
cloth at the German cost of production (viz. 
for two millions of linen) and would gain the 
%vboIe advantage of the trade, Germany being 
no better off than before. 

That such, however, would not be the 
practical result, will soon be evident. The 
residuary demand of Germany for 200,000 
yards of cloth furnishes a resource to Eng- 
land for purposes of foreign trade of which it 
is still her interest, to avail herself; and 
though she has no more labour and capital 
which she can withdraw from linen for the 
production of this extra quantity of cloth, 
there must be some other commodities in 
which Germany has a relative advantage 
over her (though perhaps not so great as in 
linen) : these she W'ill now import, instead of 
producing, and the labour and capital for- 
merly employed in producing them will be 
transferred to cloth, until the required 
amount is made up. If this transfer just 
makes up the 200,000 and no more, this aug- 
mented will now be equal to m ; England 
will sell the whole 1,200,000 at the German 
values ; and will still gain the whole advan- 
tage of the trade. But if the transfer makes 
up more than the 200,000, England will have 
more cloth than 1,200,000 yards to offer; will 
become greater than and England must 
part with enough of the advantage to induce 
Germany to take the surplus. Thus, the case 
which seemed at fix'st sight to be beyond the 
limits, is transformed practically into a case 
either coinciding with one of the limits, or 
between them. And so with every other 
case which can be supposed. 


of England for linen is exactly propor- 
tional to the cheapness, hut that of 
Germany for cloth, not proportional. 
To revert to the second of our three 
cases, the ^case in -which England by 
discontinuing the prcduotion of linen 
could produce for exportation a million 
yards of cloth, and Germany by ceas- 
ing to produce cloth could produce an 
additional 1,600,000 yards of linen. 
If the one of these quantities exactly 
exchanged for the other, the demand 
of England would on our present sup- 
position be exactly satisfied, for she 
requires all the linen which can he got 
for a million yardes of cloth : but Ger- 
many perhaps", though she required 

800.000 cloth at a cost equivalent to 

1.600.000 linen, yet when she can get 
a million of cloth at the same cost, may 
not require the whole million ; or may 
require more than a million. First, 
let her not require so much ; but only 
as much as' she can now buy for 

1.500.000 linen. England will still 
offer a million for these 1,500,000; 
hut even this may not induce Germany 
to take so much as a million ; and if 
England continues to expend exactly 
the same aggregate cost on linen 
whatever be the price, she will have to 
submit to take for her million of cloth 
any quantity of linen (not less than a 
mulioiD which may be requisite to in- 
duce Geraiany to take a million of 
cloth. Suppose this to he 1,400,000 
yards. England has now reaped from 
the trade a gain not of 600,000 but 
only of 400, 000 yards ; while Germany, 
besides having obtained an extra 

200.000 yards of cloth, has obtained it 
with only seven-eighths of the labour 
and capital which she previously ex- 
pended in supplying herself with cloth, 
and may expend the remainder in in- 
creasing her own consumption of linen, 
or of any other commodity. 

Suppose on the contrary that Ger- 
many, at the rate of a anillion cloth 
for 1,600,000 linen, requires more than 
a million yards of cloth. England 
having only a million which she can 
give without trenching u|)on the quan- 
tity she pre viously reserved for lierself„ 
Germany must hid for the extra cloth 
at a higher rate than 160 for lOC^ 
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until slie readies a rate (say 170 for 
100) whicli -will either bring down her 
own demand for cloth to the limit of a 
million, or else tempt England to part 
•with some of the cloth she previously 
consumed at home. 

Let ns next suppose that the pro- 
portionality of demand to cheapness, 
instead of holding good in one country 
but not in the other, does not hold 

f ood in either country, and that the 
eviation is of the same kind in both ; 
that, for instance, neither of the two 
increases its demand in a degree equi- 
valent to the increase of cheapness. 
On this supposition, at the rate of one 
million cloth for 1,600,000 linen, Eng- 
land will not want so much as 1,600,000 
linen, nor Germany so much as a 
million cloth : and if they fall short of 
that amount in exactly the same 
degree; if England only wants linen 
to the amount of nine-tenths of 
1,600,000 (1,440,000), and Germany 
only nine hundred thousand of cloth, 
the interchange will continue to take 
place at the same rf’te. And so if 
England wants a tenth more than 
1,600,000, and Germany a tenth more 
than a million. This coincidence 
(which, it is to be observed, supposes 
demand to extend cheapness in a cor- 
responding, but not in an equal de- 
gree*^') evidently could not exist unless 
by mere accident : and in any other 
case, the equation of international de- 
mand would require a different adjust- 
ment of international values. 

The only general law, then, which 
can be laid down, is this. The values 
at which a country exchanges its pro- 
duce with foreign countries depend on 
two things : first, on the amount and 
extensibility of their demand for its 
commodities, compared with its de- 
mand for theirs ; and secondly, on the 
capital which it has to spare, from the 
production of domestic commodities 

* The increase of demand from 800,000 to 
900,000, and that from a million to 1,440,000, 
are neither equal in themselves, nor bear an 
equal proportion to the increase of cheapness. 
Germany’s demand for cloth has increased 
one-mghth, while the cheapness is increased 
one-fourth. England’s demand for linen is 
mcreased 44 per cent, •while the cheapness is 
increased 60 per cent. 


for its own consumption. The more 
the foreign demand for its commodities 
exceeds its demand for foreign commo- 
dities, and the less capital it can spare 
to produce for foreign markets, com- 
pared with what foreigners spare to 
produce for its markets, the more fa- 
vourable to it will be tbe terms of 
interchange: that is, tbe more it 
will obtain of foreign commodities 
in return for a given quantity of its 
own. 

But these two influencing circum- 
stances are in reality reducible to one-: 
for the capital which a country has to 
spare from the production of domestic 
commodities for its own use, is in pro- 
portion to its own demand for foreign 
commodities: whatever proportion of 
its collective income it expends in pur- 
chases from abroad, that same propor- 
tion of its capital is left without a home 
market for its productions. The new 
element, therefore, which for the sake 
of scientific correctness we have intro- 
duced into the theory of international 
values, does not seem to make any 
very material difference in the practical 
result. It still appears, that the coun- 
tries which carry on their foreign trade 
i on the most advantageous terms, are 
those whose commodities are most in 
demand by foreign countries, and which 
have themselves the least demand for 
foreign commodities. Erom which, 
among other consequences, it follows, 
thatthe richest countries, cceteris jpari- 
bus, gain the least by a given amount 
of foreign commerce : since, having a 
greater demand for commodities gene- 
rally, they are likely to have a greater 
demand for foreign commodities, and 
thus modify the terms of interchange 
to their own disadvantage. Their ag- 
gregate gains by foreign trade, doubt- 
less, are generally greater than those 
of poorer countries, since they carry 
on a greater amount of such trade, and 
gain the benefit of cheapness on a 
larger consumption : but their gain is 
less on. each individual article con- 
sumed. 

^ § 9. We now, pass to another essen- 
tial part of the theory of the subject. 
There are two senses ijt which a coun- 
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try obtains commodities cheapen ]>y 
foreign trade ; in the sense of Value, 
and m the sense ot Cost. It gets them 
cheaper in the first sense, by their 
falling in yalue relatively to other 
things : the same quantity of them 
exchanging, in the country, for a 
smaller quantity than before of the 
other produce of the country. Tore- 
vert to our original figures ; in England, 
all constoners of linen obtained, after 
the trade was opened, 17 or some 
greater number of yards for the same 
quantity of all other things for. which 
they before obtained only 15. The 
degree of cheapness, in this sense of 
the term, depends on the laws of Inter- 
national Demand, so copiously illus- 
trated in the preceding sections. But 
in the other sense, that of Cost, a 
country gets a commodity cheaper, 
when it obtains a greater quantity of 
the commodity with the same expen- 
diture of labour and capital.^ In this 
sense of the term, cheapness in a great 
measure depends upon a cause of a 
different nature : a country gets its im- 
ports cheaper, in proportion to the gene- 
ral prodtiotiveness of its domestic in- 
dustry ; to the general eflSciency of its 
labour. The labour of one country 
may be, as a whole, much more effi- 
cient than that of another : all or most 
of the commodities capable of being 
produced in both, may be produced in 
one at less absolute cost than in the 
other; which, as we have seen, will 
not necessarily prevent the two coun- 
tries from exchanging commodities. 
The things which the more favoured 
country will import from otheis, are 
of course those in which it is least 
superior; hut by importing them it 
acquires, even in those commodities, 
the same advantage which ft possesses 
in the articles it gives in exchange for 
them. Thus the countries which ob- 
tain their own productions at least 
cost, also get their imports at least 
cost. 

This will be made still more obvious 
if we suppose two competing countries. 
England sends cloth to Germany, and 

S 'ves iO yards of it for 17 yards of 
len, or for something else which in 
Germany is the equivalent of those 


17 yards. Another country, as for ex- 
ample France, does the same. The one 
giving 10 yards of cloth for a certain 
quantity of German commodities, so 
must the other: if, therefore, in Eng- 
land, these 10 yards are produced by 
only half as much labour as that by 
which they are produced in Franc^ 
the linen or other commodities of Ger- 
many will cost to England only half 
the amount of labour which they will 
I cost ^to France. England woulff thus 
obtain her imports at less cost thaot 
I France, in the ratio of the greater effi- 
ciency of her labour in the production 
of cloth: which might be taken, in 
the case supposed, as an approximate 
estimate of the efficiency of her labour 
generally; since France, as well as 
England, by selecting cloth as her 
article ^ of export, would have shown 
that with her also it was the commo- 
dity in which labour was relatively tbe 
most efficient. It follows, therefore, 
that every country gets its imports at 
less cost, in proportion to the general 
efficiency of its labour. 

This proposition was first clearly 
seen and expounded by Mr. Senior,* 
but only as applicable to the imporia- 
tion of the precious metals. I think it 
important to point out that the proposi- 
tion holds equally true of all other im- 
ported commodities; and further, that 
it is- only a portion of the truth. For, 
in the case supposed, the cost to Eng- 
land of the linen which she pays for 
^ with ten yards of cloth, does not depend 
solely upon the cost to herself of ten 
yards of cloth, hut partly also upon 
liow^ many yards of linen she obtains 
in exchange for them. "What her im- 
ports cost to her is a function of two 
variables; the quantity of her own 
commodities which she gives for them, 
and the cost of those commodities. Of 
these, the last alone depends on the 
efficiency of her labour: the first de- 
pends on the law of international 
values ; that is, on the intensity and 
extensibility of the foreign demand for 
her commodities, compared with her 
demand for forei^ commodities. 

In the case just now supposed, of 

Three Lectures on the Cost of Obtaining 
Money. 
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a competition between England and mining tbe compamtive cost^ in labom' 
France, the state of inteimational and capital, with which England and 
values aifected both competitors alike, France would obtain German products, 
since they were supposed to trade with If iron were more in demand in Ger- 
the same country, and to export and many than cloth, France wmuld recover, 
impoid; the same commodities. The^ through that channel, part of her dis- 
diflerence, therefore, in what their im-’ advantage ; if less, her disadvantage 
ports cost them, depended solely on would he increased. The efficiency, 
the other cause, the une<|ual efficiency therefore, of a. country’s labour, is not 
of their labour. They gave the same the only thing which determines even 
quantities ; the difference could only the cost at which that country obtains 
be in the cost of production. But if imported commodities — while it has no 
Englandtradedto Germany mth cloth, share whatever in determining either 
and France with iron, the comparative their exchange value, or, as we shall 
demand in Germany for those two com- presently see, their 
modities would bear a share in deter- . . 


CHAPTER XIK. 


I OF MOXEY, CONSIDERED AS AN IMPORTED COMMODITY. 

§ 1. The degree of progress which Money is; brought into a country in 
we have now made in the theory of two different ways. It is imported 
Foreign Trade, puts it in our power to (chiefly in the form of bullion) like any 
; supply what was previously deficient other merchandize, as being an advan- 

I in our wiew of the theory of Money ; tageous articlO of commerce. It is also 

I and this, when completed, will in^its imported in its other character of a 

I turn enable ns to conclude the subject medium of exchange, to pay some debt 

I of Foreign Trade. ^ due to the country, either for goods ex- 

I Money, or the material of which it ported or on any other account. There 

I is composed, is, in Great Britain, and are other ways in which it may be in- 

I in most other countries, a foreign com- troduoed casually; these are the two 

rnodity. Its value and distribution in which it is received in the ordinary 

" must therefore be pgulated, not by course of business, and which deter* 

the law of value which obtains in ad- mine its value. The existence of these 

jacent places, hut by that which is ap- two distinct modes in which money 

plicable to imported commodities-— the flows into a country, while other corn- 

law of International Yalues. modities are habitually inti'oduced only 

In the discussion into which we are in the first of these modes, occasions 

now about to enter, I shall use the .somewhat more of complexity and oh- 

J terms Money and the Precious Metals scurity than exists in the case of other 

^ indiscriminately. This may be done commodities, and for this reason only 

I withoutleadingto any error; it having is any special and minute exposition 

I been shown that the value of . money, necessary., 

when it consists of the precious metals, 

i or of a paper currency convertible into § 2.. In so far as the precious metals 

.them on demand, is entirely governed are imported in the ordinary way of 
by the value of the metals themselves : commerce, their value must depend on 
from which it never permanently differs, the same canses^ and conform to the 
except by the expense of coinage when same laws, as the value of any other 
I tMs is paid by the individual and not by foreign production. It is in this mode 

the state. chieflythat gold and silver diffuse them- 


368 BOOK ni. CUAPTEB KIX § 2, 


selves from tlie mining countries into 
all other parts of the commercial world. 
They are the staple commodities of 
those countries, or at least are among 
their great articles of regular export ; 
and are shipped on speculation, in the 
same manner as other exportahi-^ com- 
modities. The quantity, therefore, 
which a country (say England) will 
give of its own produce, for a certain 
quantity of bullion, will depend, if we 
suppose only two countries and two 
commodities, upon the demand in Eng- 
land for bullion, compared with the 
demand in the mining country (which 
we wfll call Brazil) for what England 
has to give. They must exchange in 
such proportions as will leave no un* 
satisfied demand on either side, to alter 
values by its competition. The bullion 
required by England must exactly pay 
for the cottons or other English com- 
modities required by Brazil. If, how- 
ever, we substitute for this simplicity 
the degree of complication which really 
exists, the equation of international 
demand must he established not be- 
tween the bullion wanted in England 
and the cottons or broadcloth wanted 
in Brazil, hut between the whole of the 
imports of England and the whole of 
her exports. The demand in foreign 
countries for English products, must 
be brought into equhihrium with the 
demand in England for the products 
of foreign countries ; and all foreign 
commodities, hulHon among the rest, 
must he exchanged against English 
roducts in such proportions, as will, 
y the eifect they produce on the de- 
mand, establish this equilibrium. 

There is nothing in the peculiar 
nature or uses of the precious metals, 
which should make them an exception 
to the general principles of demand. 
So far as they are wanted for purposes 
of luxury or the arts, the demand in- 
creases with the cheapness, in the 
same irregular way as the demand for 
any other commodity. So far as they 
are required for money, the demand 
increases with the cheapness in a per- 
fectly regular way, the quantity needed 
being always in inverse proportion to 
the value. This is the only real dif- 
ference, in respect to demand, between 


-money and other things ; and for the 
present purpose it is a difference alto- 
gether immaterial. 

Money, ^then, if imported solely as a 
merchandize, will, like other imported 
commodities, he of lowest valu<^ in the 
countries for whose exports there is the 
greatest foreign demand, and which 
have themselves the least demand for 
foreign commodities. To these two cir- 
cumstances it is however necessary to 
add two others, which produce their 
effect through cost of carriage. The 
cost of obtaining bullion is compounded 
of two elements ; the goods given to pur- 
chase it, and the expense of transport ; 
of which last, the bullion countries will 
bear a part (though an uncertain 
part) in the adjustment of international 
values. The expense of transport is 
partly that of carrying the goods to the 
bullion countries, and partly that of 
bringing back the bullion : both these 
items are influenced by the distance 
from the mines ; and the former is also 
much affected by the bulkhaess of the 
goods. Countries whose exportable 
produce consists of the finer manufac- 
tures, obtain bullion, as well as all 
other foreign articles, coeteris ^arihuSj 
at less expense than countries which 
export nothing but bulky raw produce. 

To be quite accurate, therefore, we 
must say — ^The countries whose ex- 
portable productions are most in de- 
mand abroad, and contain greatest 
value in smallest hulk, which are 
nearest to the mines, and which have- 
least demand for foreign productions, 
are those in which money will he of 
lowest value, or in other words, in 
which prices will habitually range the 
highest. If we are speaking not of the 
value of money, hut of its cost (that is, 
the quantity of the country’s labour 
which must be expended to obtain it), 
we must add to tnese four conditions 
of cheapness a fifth condition, namely, 

“ whose productive industry is the most 
efficient.” This last, however, does 
not at all affect the value of money, 
estimated in commodities : it affects 
the general ahundance and facility 
with which all things, money and com- 
mddities together, can be obtained. 

Although, therefore, Mr. Senior is 
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rightiii pointing out tlie great efficiency 
of English, labour as the chief cause 
why the precious metals are obtained 
at less cost by England than by most 
other countries, I cannot admit that it 
at all accounts ' for their being of less 
value; for their going less far in the 
purchase of commodities. This, in so 
far as it is a fact, and not an illusion, 
must be occasioned by the great de- 
mand in foreign countries for the 
staple commodities of England, and the 
generally unbulky character of those 
commodities, compared with the coi*n, 
wine,' timber, sugar, wool, hides, tallow, 
hemp, flax, tobacco, raw cotton, &c., 
which form the exports of other com- 
mercial countries. These two causes 
will account for a somewhat higher 
range of general prices in England 
than elsewhere, notwithstanding the 
counteracting influence of her own 
reat demand for foreign conimodities. 

am, however, strongly of opinion that 
the high prices of commodities and 
low purchasing power of money in 
England, are more apparent than real. 
Food, indeed, is somewhat dearer ; and 
food composes so large a portion of the 
expenditure when the income is small 
and the family large, that to such 
families England is a dear country. 
Services, also, of most descriptions 
are dearer than in the other countries of 
Europe, from the less costly mode of 
living of the poorer classes on the 
Continent. But manufactured commo- 
dities (except most of those in which 
good taste is required) are decidedly 
cheaper ; or would he so, if buyers 
would he content with the same quality 
of material and of workmanship. What 
is called the dearness of living in 
England, is mainly an affair not of 
necessity hut of foolish custom ; it being 
thought imperative by all classes in 
England above the condition of a day- 
labourer, that the things they consume 
should either he of the same quality 
with those used by much richer people, 
or at least should he as nearly as pos- 
sible undistinguishable horn them in 
ontward appearance. .. 

§ 3. From, the preceding considera- 
tions, it appears that those are greatly 

P.E. 
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[ in error who contend that the value 
I of money, in countries where it is an 
imported commodity, must be entirely 
regulated by its value in the countries 
which produce it ; and cannot be raised 
or lovrered in any permanent manner 
unless^ some change has taken place in 
the cost of production at the mines. 
On^ the contrary, any circumstance 
which disturbs the equation of inter- 
national demand vuth respect to a 
particular country, not only may, but 
must, affect the value of money in that 
country — its value at the mines re- 
maining the same. The opening of 
a new branch of export trade from 
England; an increase in the foreign, 
demand for English products, either by 
the natural course of events or by the- 
abrogation of duties ; a check to the 
demand in England for foreign cpm- 
modities, by the laying on of import 
duties in England or of export duties 
elsewhere; these and all other events 
of similar tendency, would make the- 
irnports of England (bullion and other" 
things taken together) no longer an 
equivalent for the exports; and thc’ 
countries which take her exports would 
be obliged to offer their commodities,, 
and bullion among the rest, on cbeaper- 
terms, in order to re-establish the 
equation of demand: and thus England 
would obtain money cheaper, and would 
acquire a generally higher range of 
prices. Incidents the reverse of these 
would produce effects the reverse — 
would reduce prices ; or, in other words, 
raise the value of the precious metals. 
It must he observed, however, that 
money would be thus raised in value 
only with respect to home commodities : 
in relation to ail imported articles it 
would remain as before, since their 
values would be affected in the same 
way and in the same degree with its 
own.: A country which, from any of the 
causes mentioned, gets money cheaper, 
obtains all its other imports cheaper 
likewise. 

It is by no means necessary that the 
increased demand for English commo- 
dities, which enables England to sup- 
ply herself with bullion at a cheaper 
rate, should be a demand in the mining 
countries. England might export no- 
B B 
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tMng whatever to tiiose coraitries, and its imports, and not its exports and 
yet might he the eountry which oh- imports to and from anyone country; 
tained bullion from them on the lowest and the general foreign demand for its 
terms, provided there were a sufficient productions will determine what eq^uh 
intensity of demand in other foreign valent it must give for imported goods, 
countries for English goods, which in order ^to establish an equilibrium 
would be paid for circuitously, with gold between ^its sales and purchases gene- 
and silver from the mining countries, rally; without regard to the mainte- 
The whole of its exports are what a nance of a similar equilibrium between 
country exchanges against the whole of it and any country singly. 
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OP THE poueiox exchanges. 

§ 1, We have thus far considered which international trade is carried on, 
the precious metals as a commodity, when it takes place not by barter but 
imported like other commodities in the through the medium of money, 
common course of trade, and have ex- 
amined what are the circumstances § 2. Iki practice, the exports and im- 
wffiioh would in that case determine ports of a country not only are not 
their value. But those metals are also exchanged directly against each other, 
imported in another character, that but often do not even pass through the 
Vhich belongs to them as a medium of same hands. Each is separately bought 
-exchange ; not as an article of com- and paid for with money. We have 
merce, to he sold for money, hut as seen, however, that, even in the same 
themselves money, to pay a debt, or country, money does not actually pass 
effect a transfer of property. H re- from hand to hand each time that pur- 
mains to consider whether the liability chases are made with it, and still less 
of gold and silver to be transported does this happen between different 
from country to country for such pur- countries. The habitual mode of pay- 
poses, in any way modifies the con- ing and receiving payment for coni- 
clusions we have already arrived at ; or modities, between country and country, 
places those metals under a different is by bills of exchange, 
law of value from that to which, in A merchant in England, A, has ex- 
common with all other imported com- ported English commodities, consign- 
modities, they would be subject if in- ing them to his correspondent B in 
ternational trade were an affair of France. Another merchant in Erance, 
direct barter. G, has exported French commodities, 

Money is sent from one country to suppose of equivalent value, to a mer- 
auother for various purposes: such as chant D in England. It is evidently 
the payment of tributes or subsidies ; unnecessary that B in France should 
remittances of revenue to or from de- send money to A in England, and that 
pendencies, or of rents or other incomes D in England should send an equal 
to their absent owners ; emigration of sumof money to G in France. The one 
capital, or transmission of it for foreign debt may be applied to the payment of 
investment. The most usual purpose, the other, and the double cost and risk 
however, is that of payment for goods, of carriage be thus saved. A draws a 
To show in what circumstances money bill on B for the amount which B owes 
actually passes from country to country to him : D, having an equal amount to 
for this or any of the other purposes pay in France, buys this bill from A, 
mentioned, it is necessaiy brieffy to and sends it to C, who, at the expira- 
state .'the nature of the mechanism by tion of the number of days which the 
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bill lias to ran, presents it to B for 
payment. Tlins t]ie debt Hue from 
Erance to England, and the debt due 
from England to France, are both paid 
witboiit sending an ounce of .gold or 
silver from one country to tlie other. ^ 
In this statement, however, it is 
supposed that the. sum of the debts due 
from France to England, and the sum 
of those due from England to France, 
are equal* that each country has 
exactly the same number of ounces of, 
gold or silver to pay and to receive.: 
This implies (if we exclude for the 
present any .other inteimational pay- 
ments than those occurring in the 
course of commerce,) that the exports 
and imports exactly pay for one an- 
other, or in other words, that the equa- 
tion of international demand is esta- 
blished. When such is the fact, .the 
international transactions are liqui- 
dated without the passage of any 
money from one countiy to the other. 
But if there is a greater sum due from^ 
England to France, than is due from 
France to England, or vice the 

debts cannot be simply written off 
against one another. After the one 
has been applied, as far as it will go, 
towards covering the other, the balance 
must be transmitted in the precious 
metals. In point of fact, the merchant 
who has the amount to pay, will even 
then pay for it' by a bill. When a ^ 
person has a remittance to make to a: 
foreign country, he does not himself 
search for some, one who has money to 
receive from that country, and ask him ; 
for a bill of exchange. In this as in 
other branches of business, there >is a 
class of middlemen or brokers, -who 
bring buyers and sellers together, or 
stand between them, buying bills from 
those who have money to receive, 
and selling hills to those who hare* 
money to pay. When a customer; 
comes to a broker for a bill on 
Paris or Amsterdam, the • broker . sells ! 
to him, perhaps the hill he may him-^ 
-self have bought that morning from, 
a merchant, perhaps a bill on his own 
correspondent in the foreign city : and 
to enable his coirespondent to pay,, 
when due, all the bills 'he' has granted, 
he remits to him all those, which he, Fas 


bought and has not resold. In this 
manner these brokers take upon them- 
selves^ the whole settlement of the 
pecuniary transactions between distant 
places, being remunerated! by a small 
commission or percentage on the 
amount of each hill which they either 
sell or buy. Now, if the brokers find 
that they are askedTor bills on the one 
part, to a greater amount than bills 
are offered to them on the other, they 
do not' on this account refuse to give 
them; but since, in that case, Siey 
have no means of enabling the corre- 
spondents on whom their bills are 
drawn, to pay them when due, except 
,hy transmitting part of the amount in 
gold or silver, they require from those 
to whom they sell bills an additional 
price, sufficient to cover the freight and 
insurance of the gold and silver, with a 
profit sufficient to compensate tliem for 
their trouble and for the temporary 
occupation of a portion of their capital. 
This premium (as it is called) the 
buyers are willing to pay, because they 
must otherwise go to the expense of 
remitting the precious metals them- 
selves, and it is done cheaper by those 
who make doing it a part of their ,es- 
pecial.husiness. .But though only some 
of those who have a debt to pay would 
have, actually to remit money, .all will 
be obliged, by each other’s competition, 
to pay the premium ; and the brokers 
are. for the same reason obliged to pay 
it to those whose Mils they buy. The 
reverse of all this happens, if on the 
comparison of : exports and imports, the 
;country, instead of having a balance .to 
pay. Fas ;a balance to .receive. The 
brokers find more hills offered to them, 
than are. sufficient to cover those which 
they are reqinred to grant. .Bills on 
foreign countries consequently fall to. a 
.discount,; and the ^competition -among 
the brokers, which is exceedinglyiac- 
itive,,prevents them from retaining this 
discount aSia profit ffqr themselves, and 
ghliges them.ito givedhe benefit of it to 
.those who buy the hills, for the purposes 
i of remittance. 

Let ns suppose that a'fl countries’ had 
the same currency, ^as in the progress 
of political imK^vement 4hey one day 
wiu have,: and*:as:the most familiar to 
B B 2 
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tlie reader, though not the best, let ns 
suppose this currency to he the English. 
When England had the same number 
of pounds sterling to pay to Erance, 
which Erance had to pay to her, one 
set of merchants in England would 
want hills, and another set would have 
hills to dispose of, for the very same 
number of pounds sterling ; and conse- 
quently a bill on Erance for lOOZ. 
would sell for exactly lOOZ., or, in the 
phraseology of merchants, the exchange 
would he at par. As Erance also, on 
this supposition, would have an equal 
number of pounds sterling to pay and 
to receive, hills on England would he 
at par in Erance, whenever hills on 
Erance were at par in England. 

If, however, England had a larger 
sum to pay to Erance than to receive 
from her, there would he persons re- 
quiring hills on Erance for a greater 
number of pounds sterling than there 
were bills drawn by persons to whom 
money was due. A hill on Erance for 
lOOZ. would then sell for more than 
lOOZ., and hills would be said to be at 
a iDremium. The premium, however, 
could not exceed the cost and risk of 
making the remittance in gold, toge- 
ther with a trifling profit; because if 
it did, the debtor would send the gold 
itself, in preference to buying the hill. 

If, on the contrary, England had 
more money to receive from Erance 
than to pay, there would he hills offered 
for a greater number of pounds than 
were wanted for remittance, and the 
price of hills would fall below par: a 
hill for lOOZ. might be bought for some- 
what less than lOOZ., and hills would be 
said to be at a discount. 

When England has more to pay than 
to receive, France has more to receive 
than to pay, and vice versd. When, 
therefore, in England, hills on Erance 
bear a premium, then, in France, bills 
on England are at a discount: and 
when bills on France are at a discount 
in England, hills on England are at ,a 
premium in France, If they are at 
par in either country, they are so, as : 
we have already seen, in both. 

Thus do matters stand between 
'countries, or places, which have the 
ames currency. So much of harharism, 


however, still remains in the transac- 
tions of the most civilized nations, that 
almost all independent countries choose 
to assert their nationality by having, 
to their own inconvenience and that of 
their neighbours, a peculiar currency 
of their own. To our present purpose 
this makes no other difference, than 
that instead of speaking of eq^ucd sums 
of money, we have to speak of equiva- 
lent sums. By equivalent sums, when 
both currencies are composed of the 
same metal, are meant sums which 
contain exactly the same quantity of 
the metal, in weight and fineness ; but 
when, as in the case of France and 
England, the metals are different, what 
is meant is that the quantity of gold in 
the one sum, and the quantity of silver 
in the others are of the same value in 
the general market of the world : there 
being no material difierence between 
one place and another in the relative 
value of these metals. Suppose 25 
francs to be (as -within a trifling frac- 
tion it is) the equivalent of a pound 
sterling. The debts and credits of the 
two countries would be equal, when the 
one owed as many times 25 francs, as 
the other owed pounds. When this 
was the case, a hill on France for 2500 
francs would he worth in England 
lOOZ., and a hill on England for lOOZ. 
would he worth in France 2500 francs. 
The exchange is then said to he at 
par : and 25 francs (in reality 25 francs 
and a trifle more)* is called the par of 
exchange with France. WTien England 
owed to France more than the equiva- 
lent of what France owed to her, a bill 
for 2500 francs would he at a premium, 
that is, would he worth more than l OOZ. 
When France owed to England more 
than the equivalent of what England 
owed to France, a bill for 2500 francs 
would he worth less than lOOZ., or 
Wiould be at a discount. 

When hills on foreign countries are 
at a premium, it is customary to say 
that the exchanges are against the 
country, or unfa-vourahle to it. In order 

* "Written before tlie change in the rela- 
tive value of the two metals produced by the 
gold discoveries. The par of exchange be- 
tween gold and silver currencies is now va- 
riable, and no one can foresee at what point 
it will ultimately rest* 
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to nnderstand these phrases, we must 
take notice of what ^‘ the exchange,” 
in the language of merchants, really 
means- It means the power which the 
money of the country has of purchasing 
the money of other countries. Sup- 
posing 25 francs to be the exact par of 
exchange, then when it requires more 
than 1002. to buy a bill for 2500 francs, 
lOOZ. of English money are worth less 
than their real equivalent of French 
money : and this is called, an exchange 
unfavourable to England. The only 
persons in England, however, to whom 
it is really unfavourable, are those who 
have money to pay in France ; for they 
come into the bill market as buyers, 
and have to pay a premium; but to 
those who have money to receive in 
France, the same state, of things is 
favourable ; for they come as sellers, 
and receive the premium. The pre- 
mium, however, indicates that a balance 
is due by England, which might have to 
be eventually liquidated in the precious 
metals : and since, according to the old 
theory, the benefit of a trade consisted 
in bringing money into the country, 
this prejudice introduced the practice 
of calling the exchange favourable 
when it indicated a balance to receive, 
and unfavourable when it indicated 
one to pay: and the phrases in turn 
tended to maintain the prejudice. 

§ 3. It might be supposed at first 
sight that when the exchange is un- 
favourable, or in other words, when 
bills are at a premium, the premium 
must always amount to a full equi- 
valent for the cost of transmitting 
money : since, as there is really a 
balance to pay, and as the full cost 
must therefore be incurred by some of 
those who have remittances to ma/ke, 
their competition will compel all to 
submit to an equivalent sacrifice. And 
such would certainly he the case, if it 
were always necessary that whatever 
is destined to he paid should be paid 
immediately. The expectation of great 
and immediate foreign payments some- 
times produces a most startling effect 
on the exchanges.'>> But a small excess 

* On the news ofBonaparte’s landing from 
Elba, the price of bills advanced in one day 


of imports above exports, or any other 
small amount of debt to be paid to 
foreign countries, does not usually affect 
the exchanges, to the full extent of the 
cost and risk of transporting hnllion. 
The length of credit allowed, generally 
permits, on the part of some of the 
debtors, a postponement of payment, 
and in the mean time the balance may 
turn the other way, and restore the 
i equality of debts and credits without 
any actual transmission of the metals. 
And this is the more likely to happen, 
as there is a self-adjusting power in 
the variations of the exchange itself. 
Bills are at a premium because^ a 
greater money value has been im- 
ported than exported. But the pre- 
I mium is itself an extra profit to those 
( who export. Besides the price they 
I obtain for their goods, they draw for 
! the amount and gain the premium. It 
[ is, on the other hand, a diminution 
profit to those who import. Besides 
I the price of the goods, they have 
I pay a premium for remittance. So 
I that what is called an unfavourable 
I exchange is an encouragement to ex- 
I port, and a discouragement to import. 
And if the balance due is of small 
amount, and is the consequence of 
some merely casual disturbance in the 
ordinary course of trade, it is soon 
liquidated in commodities, and the ac- 
count adjusted by means of bills, with- 
out the transmission of any bullion. 
Not so, however, when the excess of 
imports above exports, which has made 

as much as ten per cent. Of course this pre- 
mium was not a mere equivalent for cost of 
carriage, since the freight of such an article 
as gold, even with the addition of war in- 
surance, could never have amounted to so 
much. This great pi'ice was an equivalent 
not for the difficulty of sending gold, but for 
the anticipated difficulty of procuring it to 
send; the expectation being that there would 
be such immense remittances to the Conti- 
nent in subsidies and for the support of 
armies, as would press hard on the stock of 
bullion in the country (which was then en- 
tirely denuded of specie), and this, too, in a 
shorter time than would allow of its being 
replenished. Accordingly the price of bul- 
lion rose likewise, with the same suddenness. 
It is hardly necessary to say that this took 
place during the Bank restriction. In a con- 
vertible state of the currency, no such thing 
could have occurred until the Bank stopped 
payment. 
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the exchange* TjnfavouraBle, arises from 
a permanent cause. In that case, what' 
disturbed the equilibrium must have 
been the state of prices^ and it can 
only he restored by acting on prices. 
It is impossible that prices should be 
such as to invite to an excess of im- 
ports, and yet the exports should he 
kept joermanently up to the imports hy 
the extra profit on. exportation deiived 
from the premium on hills ; for if the 
exports were kept up to the imports, 
bills would not he at a premium, 
and the extra profit would not exist. 
It is through the prices of commodities 
that’ the coirection must he adminis- 
tered. 

Disturbances, therefore; of the 'equi- 
librium of imports and exports, and 
consequent disturbances of the ex- 
change, may he considered as of two 
classes; the one casual or accidental; 
which, if not on too large a scale, cor- 
rect themselves through the premium, 
on hills, without any transmission of 
the precious metals: the other arising, 
from the general state of prices; which 
caainot he corrected without the sub- 
traction of actual money from the cir- 
culation of one of the countries, or an 
annihilation of credit equivalent to it ; 


since the mere transmission of bullion 
(as _ distinguished from money), not 
having any effect on prices, is of no 
avail to abate the cause from which 
the disturbance proceeded. 

It remains to observe, that the ex- 
changes do not depend on the balance 
of debts and credits with each country 
separately, hut with all countries taken 
together. England may owe a balance 
of payments to Erance ; but it does not 
follow that the exchange with France 
will be against England, and that bills 
on Erance will be at a premium ; be- 
cause a balance may be due to England 
from Holland or Hamburgh, and she 
may pay her debts to France with bills 
on those places; which is technically 
called arbitration of exchange. There 
is some little additional expense, partly 
commission and partly loss of interest, 
:in settling debts in this circuitous 
manner, and to the extent of that 
small difference the exchange with 
one country may vary apart from that 
with others; but in the main, the ex- 
changes with all foreign countries vary 
together, according as the country has 
a balance to receive or to pay on the 
general result of its foreign transac- 
tions. 


CHAPTEE XXI. 


OS' THE DISTEIBU.TIOX OP THE PBECIOUS METALS THROUGH THP 
GOaiMERCIAL WORLU. 


§ 1. Havirg now examined the 
mechanism by which the commercial 
transactions between nations are ac- 
tually conducted, we have next to in- 
quire whether this mode of conduct- 
ing them makes any difference in tlie 
conclusions respecting international 
values, which we previously arrived at 
on the hypothesis of barter. 

Tlae nearest analogy would lead us 
to presume the negative. We did not 
find' that the intervention of money and 
its' substitutes made any difference in 
the law of value as applied to adjacent 
places. Things which would have been 


equal in value if the mode of exchange 
had been by barter, are worth equal 
sums of mone}^. The introduction of 
money is a mere addition of one more 
commodity, of which the value is regu- 
lated by the same laws as that of all 
other commodities. We sliall not be 
surprised, tberefore, if we find tliat in- 
ternational values also arc determined 
by the same causes under a money and 
bill system, as they would be under 
a system of barter ; and that money 
has little to do in the matter, except 
to&rnish a convenient mode of com- 
paring values. 
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All interohange is, in substance and cnlation. But we are now supposing 
effect luarteri 'wlioever sells commodi- that there is-aii. excess . of imports 
ties for money, and with that money exports, arising from the fact that the 
huYS other goods, really buys those equation of mtemational demand is not 
goods with Ms own commodities. And yet established: that there is at the 
so of nations: their trade is a mere ordinary prices, a permanent demand 
exchange of exports Mr imports ; and in Englapd. for more Frenchgoods than 
whether money is employed or not, the English goods required m France 
thinns are only in their permanent at the ordinary pricea will pay for. 
state when the exports and imports When this is the case, if achange were, 
exactly pay for each other. When not made m the prices there would he 
this is the case, equal sums of money a perpetuaUy renewed balance to he 
are due from each country to the other, paid in money. The imports require 
the debts are settled by bills, and there to be permanently diminished, or the= 
is no balance to be paid in the precious exports, to he increased ; wliich^ can 
metals. The trade is in a state lihe only be accomplished thinugh prices; 
that wMich is caUed in mechanics a and.hence, even if the balances^are at 
condition of stable equilibrium. first paid from boards by thn e^- 

But the process by which things are portation of bullion, they will reach 
brought Uck to this state when they the circulation at last, for until they 
happen to deviate from it, is, at least nothing can stop the drain 
outwardly, not the same in a barter ^ When, ;^berefGre, the state of prices 
system and in a money system. Under is sucfr that the equation of inte?- 
the first the country which wants more national demand cannot establish^ it^ 
imports ’than its exports will pay for, self, the country requiring more im- 
must offer its exports at a cheaper rate, ports than ^can be P^id tor by the 
as the sole means of creating a demand exports; it ij a sign that the country 
for them sufficient to re-establish the has more of the precious metals or 
equilibrium. When money is used, the their substitutes, m circulation, than 
country seems to db a thing totally dif- can permanently circulate, and must 
ferent. She takes the additional im- ineGessarily part with some of them 
•Dorts at the same price as before, and‘ before the balance can be restored*. 
la she exports no equivalent, the The currency is accordingly contraotqd : 
balance of payments turns against prices Ml, and- among the rest the 
her * the exchange becomes unfavour- prices of exportable articles ; lor which^ 
able, and the difference has to be paid accordingly, there arises, in foreign 
in money This is in appearance a countries, a greater demand : while 
very distinct operation from the former, imported commodities have possibly 
Bet us see if it differs in its essence, risen m. price, from the influx oi money 
or only in its mechanism. mto foreign countries, and at all events 

Let the country which has the have not participated in the general 
balance to pay be England, and the Ml But until the increased cheapness 
country which receives it, France. By : of English goods induces foreign coun- 
thistransmissionofthepreciousmetals,. tries to take a greater pecuniary value, 
the quantity of the currency is dimi- ornntil the increased dearnessYpositive 
nishk in England, and increased in or comparative) of foreign goods makes 
France. This I am at liberty to as- Engtodtake a Mss pecuniary value, 
sume. As we shall see hereafter, it the exports of England will he no . 
would be a very erroneous assumption nearer to paying for the imports than 
if made in regard to all payments of before, and, the stream of the precious 
internationalbalances. AbalancewMoh metals which had begun to flow out ot 
has only to he paid once, such as the England,, will still 
payment madefOr an extra importation flux mil continue, until the Ml ot prices^ 
of corn in a season of dearth, may he in Engipd hnugs within reach of 
paid from hoards, or from the reserves the foreign market some commodity 
& bankers, without acting on the cir- which Jlngland did not previously send 
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tHtlier ; or until the reduced price of 
tlie tilings wliicli slie did send, has 
forced a demand abroad for a sufficient 
quantity to pay for the imports, aided, 
perhaps, by a reduction of the English 
demand for foreign goods, through 
their enhanced price, either positive 
or comparative. 

Now this is the very process which 
took place on our original supposition 
of barter. Hot only, therefore, does 
the trade between nations tend to the 
same equilibrium between exports and 
imports, whether money is employed 
or not, but the means by which this 
equilibrium is established are essen- 
tially the same. The country whose 
exports are not sufficient to pay for 
her imports, offers them on cheaper 
terms, until she succeeds in forcing the 
necessary demand: in other words, the 
Equation of International Demand, 
under .a money system as well as 
under a barter system, is the law of 
international trade. Every country 
exports and imports the very same 
things, and in the very same quantity, 
under the one system as under the 
other. In a barter system, the trade 
gravitates to the point at which the 
sum of the imports exactly exchanges 
for the sum of the exports : in a money 
system, it gravitates to the point at 
which the sum of the imports and the 
sum. of the exports exchange for the 
same quantity of money. And since 
things which are equal to the same 
thing are equal to one another, the 
exports and imports which are equal 
in money price, would, if money were 
not used, precisely exchange for one 
another.-^^ 

* The subjoined extract from the separate 
Essay previously referred to, will give some 
assistance in following the course of the phe- 
nomena. It is adapted to the imaginary case 
used for illustration throughout that Essay, 
the case of a trade between England and 
Germany in cloth and linen. 

“We may at first mahe whatever supposi- 
tioii we will with respect to the value of 
money. Let us suppose, therefore, that be- 
fore the opening of the trade, the price of 
cloth is the same in both countries, namely, 
six shillings per yard. As 10 yards of cloth 
were supposed to exchange in England for 
15 yards of linen, in Germany for 20, we must 
suppose that linen is sold in England at four 
shillings per yard, in Germany at three. 


^ § 2. It thus appears tliat tbe lawof 
international values, and, consequently, 
the division of the advantages of trade 
among tbe nations wbicli carry it on, 
are tbe same on tbe supposition of 
money, as they would be in a state of 
barter. In international, as in ordinary 
domestic intercliariges, money is to 
commerce only wbat oil is to ma- 
chinery, or railways to locomotion, a 
contrivance to diminish friction. In 
order still further to test these con- 
clusions, let us proceed to re-examine, 
on the supposition of money, a question 
which we have already investigated on 
the hypothesis of barter, namely, to 
what extent the benefit of an improve- 
ment in the production of an exportable 
article, is participated in by the coun- 
tries importing it. 

The improvement may either consist 
in the cheapening of some article which 
was already a staple production of the 
country, or in the establishment of 
some new branch of industry, or of 
some process rendering an article ex- 
portable which had not till then been 
exported at all. It will be convenient 
to begin with the case of a new export, as 
being somewhat the simpler of the two. 

The first effect is that the article 
falls in price, and a demand arises for 
it abroad. This new exportation dis- 
turbs the balance, turns the exchanges, 
money flows into the country (which 
we shall suppose to be England), and 
continues to flow until prices rise. This 
higher range of prices will somewhat 
check the demand in foreign countries 
for the new article of export ; and will 
diminish the demand whicla existed 
abroad for the other things which 

Cost of carriage and importer’s profit are 
left, as before, out of consideration. 

“ In this state of prices, cloth, it is evident, 
cannot yet be exported from England into 
Germany; but linen can be imported from 
Germany into England. It will be so: and, 
in the first instance, the linen will be paid 
for in money. 

“ The efflux of money from England, and 
its influx into Germany, will raise money 
prices in the latter country, and lower them 
in the former. Linen will rise in Germany 
above three shillings per yard, and cloth 
above six shillings. Linen in England, being 
imported from Germany, will (since cost of 
carriage is not reckoned) sink to the same 
price as in that country, while cloth win fall 
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England was in tlie liaBit of exporting. 
Tie exports will thus be diminished ; 
while at the same time the English 
public, having more money, will have 
a greater power of purchasing foreign 
commodities. If they make use of this 

below six shillings. As soon as the price of 
cloth is lower in England than in Germany, 
it will begin to be exported, and the price of 
cloth in Germany will fall to what it is in 
England. As long as the cloth exported does 
not sufSce to pay for ' the linen imported, 
money will continue to flow from England 
into Germany, and prices generally will con- 
tinue to fall in England and rise in Ger- 
many. By the fall, howevei', of cloth in 
England, cloth will fall in Germany also, 
and the demand for it wnll increase. By 
the rise of linen in Germany, linen must 
rise in England also, and the demand for it 
will diminish. As cloth fell in price and 
Mnen rose, there would be some particular 
price of both articles, at^which the cloth ex- 
ported and the linen imported would exactly 
pay for each other. At this point prices 
would remain, because money would then 
cease to move out of England into Germany. 
What this point might be, would entirely 
depend upon the circumstances and inclina- 
tions of the purchasers on both sides. If 
the fall of cloth did not much increase the 
demand for it in Germany, and the rise of 
linen did not diminish very rapidly the de- 
mand for it in England, much money must 
pass before the equilibrium is restored ; cloth 
would fall very much, and linen would rise, 
umtil England, perhaps, had to pay nearly as 
much for it as when she produced it for her- 
self. But if, on the conti'ary, the fall of 
cloth caused a very rapid increase of the de- 
mand for it in Germany, and the rise of linen 
in Germany reduced very rapidly the de- 
mand in England from what it was under 
th§ influence of the first cheapness produced 
by the opening of the trade; the cloth would 
very soon suffice to pay for the linen, little 
money would pass between the two countries, 
and England would derive a large portion of 
the benefit of the trade. We have thus ar- 
rived at precisely the same conclusion, in sup- 
posing the employment of money, which we 
found to hold under the supposition of barter. 

“ In what shape the benefit accrues to the 
two nations from the trade is clear enough. 
Germany, before the commencement of the 
trade, paid six shillings per yard for broad- 
cloth : she now obtains it at a lower price. 
This, however, is not the whole of her ad- 
vantage; As the money-prices of all her 
other commodities have risen, the money- 
incomes of all her producers have increased. 
This is no advantage to them in buying from 
each other, because the price of what they 
buy has risen in the same ratio with their 
means of paying for it; but it is an advan- 
tage to them in buying anything which has 
not risen, and, still more, anything which 
has fallen. They, therefore, benefit as con- 
sumers of cloth, not merely to the extent to 


increased power of purchase, there will 
be an increase of imports ; and by this, 
and the check to exportation, the 
equilibrium of imports and exports will 
be restored. The result to foreign 
countries will be, that they have to 

which cloth has fallen, but also to the extent 
to which other prices have risen. Suppose 
that this is one-tenth. The same proportion 
of their money-incomes as before, will suffice 
to supply their other wants; and the re- 
mainder, being increased one-tenth in 
amount, will enable them to purchase one- 
tenth more cloth than before, even though 
cloth had not fallen : but it has fallen ; so that 
they are doubly gainers. They purchase 
the same quantity with less money, and have 
more to expend upon their other wants. 

“In England, on the contrary, general 
money-prices have fallen. Linen, hbwever, 
has fallen more than the rest, having been 
lowered in price by importation from a 
country where it was cheaper ; whereas the 
others have fallen only from the consequent 
efflux of money. Notwithstanding, there- 
fore, the general fall of money-prices, the 
English producers will be exactly as they 
were in all {other respects, while they will 
gain as purchasers of linen. 

“ The greater the efflux of money required 
to restore the equilibrium, the greater will 
he the gain of Germany, both by the fall of 
cloth and by the rise of her general prices. 
The less the effiu.x of money requisite, the 
greater will be the gain of England *, because 
the price of linen will continue lower, and 
her general prices will not be reduced so 
much. It must not, however, be imagined 
that high money-prices are a good, and low 
money-prices an evil, in themselves. But 
the higher the general money-prices in any 
country, the greater will be that country’s 
means of purchasing those commoditie.s, 
which, being imported from abroad, are in- 
dependent of the causes which keep prices 
high at home.” 

In practice, the cloth and the linen would 
not, as here supposed, be at the same price 
in England and in Germany ; each would be 
dearer in money-pidce in the country which 
impoi’ted than in that which produced it, by 
the amount of the cost of carriage, together 
with the ordinary profit on the importer’s 
capital for the average length of time which 
elapsed before the commodity could be .dis- 
posed of. But it does not follow that each 
country pays the cost of carriage of the com-- 
modity it imports ; for the addition of tliis 
item to the price may operate as a greater 
check to demand on one side than on the 
other; and the equation of international 
demand, and consequent equilibrium of pay- 
ments, may not be maintained. Money 
would then flow out of one country into the 
other, until, in the manner ah’eady illus- 
trated, the equilibrium was restored: and, 
when this was effected, one country would 
be paying more than its own cost of carriage, 
and the other less. 


378 BOOKin. CIHAPTEEXXI. §2. 


pay clearer than before for their other 
imports, and obtain the new commodity 
cheaper than before, but not so much 
cheaper as England herself does. I say 
this, being well aware that the article 
would be actually at the very same 
price (cost of carriage excepted) in 
England and in other countries. The 
cheapness, however, of the article is 
not measured solely by the money- 
price, but by that price compared with 
the money incomes of the consumers. 
The price is the same to the English: 
and to the foreign consumers ; hut the 
former pay that price from: money in- 
comes which have been increased by 
the new distribution of the precious 
metals ; while the latter have had their: 
money incomes probably diminished by 
the same cause. The trade, therefore, 
has not imparted to the foreign con- 
sumer the whole, but only a. portion, of 
the benefit which the English con- 
sumer has derived from the improve- 
ment; while Engl and has also benefited 
in the prices of foreign commodities. 
Thus,’ then, any industrial improve- 
ment which leads to the opening of a 
new branch of export trade, benefits a 
country not only by the cheapness of 
the article in which the improvement 
has taken place, hut by a general 
cheapening of all imported products. ^ 

Let us now change the hypothesis, 
and suppose that the improvement, 
instead of creating a new export from 
England; cheapens an existing one. 
When we examined this case on the 
supposition of barter, it appeared to 
us that the foreign consumers might 
either obtain the same benefit from the 
improvement as England herself, or a 
less benefit, or even a greater benefit, 
according to the deeree in which the 
consumption of the cheapened article is 
calculated to extend Itaeif as the article 
diminishes in pidca. The same con- 
clusions will be found true on the sup- 
position of money. 

Let the commodit)-in which there is 
an improvement, he rioth. The first 
effect of the improvement is that its 
price falls, and there is an increased de- 
mand for it in the foreign m arket. But 
this demand is of unceitain amount. 
Suppose the foreign consumers to in- 


crepe their purchases in the exact 
ratio of the cheapness, or in other 
words, to lay out in cloth the same 
sum of money as before ; the same 
aggregate payment as before will he 
due from foreign countries to England ; 
the eq^uilibrium of exports and imports 
will remainmndisturbed, and foreigners 
will, obtain the full advantage of the 
increased cheapness of cloth. But if 
the foreign demand for cloth is of such 
a character as to increase in a greater 
ratio than the cheapness, a larger sum 
than formerly will be due to England 
for cloth, and when paid will raise 
English prices, the price of cloth in- 
cluded; this rise, however, will affect 
only the foreign purchaser, English 
incomes being raised in .a, corresponding 
proportion ; and the foreign consumer 
will thus derive a less advantage than 
England from the improvement. If, on 
the contrary, the cheapening of cloth 
does not extend the foreign demand for 
it in a proportional degree, a less sum 
of debts than before will he due to 
England for cloth, while there will he 
the usual sum of debts due from Eng- 
land to foreign countries ; the balance 
of trade will turn against England, 
money will be exported, prices (tuat of 
cloth included) will fall, and cloth will 
eventually he cheapened to the foreign 
purchaser in a still greater ratio than 
the improvement has cheapened it to 
England. These are the very conclu- 
sions which we deduced on the hypo- 
thesis of barter. 

The result of the preceding discussion 
cannot be better summed up than in 
the words of Bicardo.*-* “ Gold and 
silver having been chosen for the gene- 
ral medium of circulation, they are, 
by the competition of commerce, dis- 
tributed in such proportions amongst 
the different countries of the world as 
to accommodate themselves to the 
natural traffic which would tabu place 
if no such metals existed, and the tradb 
between countries were purely a trade 
of barter.” Of this principle, so fertile 
in consequences, previous to which the 
theory of foreign trade was an unintel- 
ligible chaos, Mr. Bicardo, though he 

* jPnneipleB of political Economy andTaxa^ 
iiow, 3rd ed. p. 143. 
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did not pnrsnQ it into its ramifications, 
■was the real originator. No writer who 
preceded him appears to have had a 
glimpse of it : and few are those who 
even since his time have had an ade- 
quate conception of its scientific value. 

§ S. It is now necessary to inquire, 
in what manner this law of the distri- 
bution of the precious metals by means 
of the exchanges, affects the exchange 
value of money itself; and how it 
tallies with the law by which we found 
that the value of money is regulated 
when imported as a mere article of 
merchandize. For there is here a 
semblance of contradiction, which has, 
I think, contributed more than any- 
thing else to make some distinguished 
political economists resist the evidence 
of the preceding doctrines. Money, 
they justly think, is no exception to 
the general laws of value ; it is a com- 
modity like any other, and its average 
or natural value must depend on the 
cost of producing, or at least of obtain- 
ing it. That its distribution through 
the world therefore, and its different 
value in different placesj should be 
liable to be altered, not by causes 
affecting itself, but ^ by a hundred 
causes unconnected with it ; hy every- 
thing which affects the trade in other 
commodities, so as to derange the 
equilibrium of exports and imports ; 
appears to these thinkers a doctrine 
altogether inadmissible. 

But the supposed anomaly exists 
only in semblance. The causes which 
bring money into or carry it out of a 
country through the exchanges, to re- 
store the equilibrium of trade, and 
which thereby raise its value in some 
countries anct lower it in others, are 
the very same causes on which the 
local value of money would depend, if 
it: were never imported except as a 
merchandize, and never except directly 
from the mines. When the value of 
money in a country is permanently 
lowered hy an influx of it through the 
halance of trade, the cause, if it is not 
diminished cost of production, must be 
one of those causes which compel a 
new adjustment, more favourable to 
the Gouiitry, of the equation of inter- 


national demand: namely, either an 
increased demand abroad for her com- 
modities, or a diminished demand on 
her part for those of foreign countries. 
Now an increased foreign demand for 
the- commodities of a country, or a 
diminished demand in the country for 
imported commodities, are the very 
causes which, on the general piinciples 
of trade, enable a country to purchase 
all imports, and consequently the pre- 
cious metals, . at a lower value. There 
is therefore no contradiction, hut the 
most perfect accordance, in the results 
of the two different modes in which 
the precious metals may be obtained. 
When money flows from country to 
country in consequence of changes in 
the international demand for commodi- 
ties, and by so doing alters^ its own 
local value, it merely realizes, by a 
more rapid process, the effect which 
would otherwise take place more 
slowly, hy an alteration in the relative 
breadth of the streams by which the 
precious metals flow into different re- 
gions of the earth from the mining 
countries. As therefore we before saw 
that tire use of money as a medium of 
exchange does not in the. least alter 
the law on which the values of other 
things, either in the same country or 
interaationallj, depend, so neither does 
it alter the law of the value of the 
precious metal itself: and there is in 
the whole doctrine of international 
values as now laid down, a unity and 
harmony which is a strong collateral 
presumption of truth. 

§ 4. Before closing this discussion^ 
it is fitting to point out in what 
manner and degree the preceding con- 
clusions are affected hy the existence 
of international payments not originat- 
ing in commerce, and for which no 
equivalent in either money or com- 
modities is expected or received ; such 
as a tribute, or remittances of rent to 
absentee landlords or of interest to 
foreign creditors, or a government ex- 
penditure abroad, such as England 
incurs in the management of some of 
her colonial dependencies. 

To begin with the case of barter. 
The supposed annual remittances being 
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made in commodities, and being ex- 
ports for will cb there is to be no return, 
it is no longer requisite that tbe im- 
ports and exports should pay for one 
another : on the contrary, there must 
be an annual excess of exports over 
imports, equal to the value of the re- 
mittance. If, before the country be- 
came liable to the annual payment, 
foreign commerce was in its natural 
state of equilibrium, it will now be 
necessary for the purpose of effecting 
the remittance, that foreign countries 
should be induced to take a greater 
quantity of exports than before : which 
can only be done by offering those ex- 
ports on cheaper terms, or in other 
words, hy paying dearer for foreign 
commodities. The international values 
will so adjust themselves that either hy 
greater exports, or smaller imports, or 
both, the requisite excess on the side 
of exports will be brought about ; and 
this excess will become the permanent 
state. The result is, that a country 
which makes regular payments to 
foreign countries, besides losing what 
it pays, loses also something more, by 
the less advantageous terms on which 
it is forced to exchange its productions 
for foreign commodities. 

The same results follow on the sup- 


position of money. Commerce being 
supposed to be in a state of equilibrium 
when tbe obligatory remittances begin, 
the first remittance is necessarily made 
in money. This lowers prices in the 
remitting country, and raises them in 
the receiving. The natural effect is 
that more commodities are exported 
than before, and fewer imported, and 
that, on the score of commerce alone, a 
balance of money will be constantly 
due from the receiving to the paying 
country. AVhen the debt thus annually 
due to the tributary country becomes 
equal to the annual tribute or other 
regular payment due from it, no further 
transmission of money takes place; 
the equilibrium of exports and imports 
will no longer exist, hut that of pay- 
ments will; the exchange will be at 
par, the two debts will be set off 
against one another, and the tribute or 
remittance will he virtually paid in 
goods. Tbe result to the interests of 
t^he two countries will be as already 
pointed out; the paying country will 
give a higher price for all that it buys 
from tbe receiving country, while the 
latter, besides receiving the tribute, 
obtains the exportable produce of the 
tributary country at a lower price. 


CHAPTER XXII. 

INFLUENCE OP THE CUEEENCY ON THE EXCHANGES AND ON FOREIGN TEADE. 


§ 1. In our inquiry into the laws 
of international trade, we commenced 
with the principles which determine 
international exchanges and inter- 
national values on the hypothesis ^ of 
barter. We next showed that the in- 
troduction of money as a medium of 
exchange, makes no difference in the 
laws of exchanges and of values be- 
tween country and country, no more 
than between individual and indi- 
vidual : since the pi'ecious metals, 
under the influence of those same laws, 
distribute themselves in such propor- 


tions among the different countries of 
the world, as to allow the very same 
exchanges to go on, and at the same 
values, as would he the case under a 
system of barter. We lastly considered 
how the value of money itself is 
affected, by those alterations in the 
state of trade which arise from altera- 
tions either in the demand and supply 
of commodities or in their cost of pro- 
duction. It remains to consider the 
alterations in the state of trade which 
originate not in commodities but in 
money. 
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Gold and silver may vary like other 
things, though they are not so likely 
to vary as other things, in their cost of 
production. The demand for them in 
foreign countries may also vary. It 
may increase, hy augmented employ- 
ment of the metals for purposes of art 
and ornament, or because the increase 
of production and of transactions has 
created a greater amount of business 
to be done by the circulating medium. 
It may diminish, for the^ opposite 
reasons ; or from the extension of the 
economizing expedients by ■which the 
use of metallic money is partially dis- 
pensed with. These changes act upon 
the trade between other countries and 
the mining countries, and upon the 
value of the precious metals, according 
to the general laws of the value of im- 
ported commodities : which have been 
set forth in the previous chapters with 
sufficient fulness. 

What I propose to examine in the 
present chapter, is not those circum- 
stances affecting money, which alter 
the permanent conditions of its value ; 
but the effects produced on interna- 
tional trade by casual or temporary 
variations in , the value of ^ money, 
which have no connexion with any 
causes affecting its permanent value. 
This is a subject of importance, on 
account of its bearing upon the prac- 
tical problem which has excited so 
much discussion for sixty years past, 
the regulation of the currency. 

§ 2. Let ns suppose in any country 
a circulating medium purely me’tallic, 
and a sudden casual increase made to 
it ; for example, by bringing into cir- 
culation boards of treasure, which had 
been concealed in a previous period of 
foreign invasion or internal disorder. 
The natural effect would be a rise of 
prices. This would check exports, and 
encourage imports ; the imports would 
exceed the exports, the exchanges 
would become unfavourable, and the 
newly-acqnired stock of money would 
diffuse itself over all countries with 
which the supposed country carried on 
trade, and from them, progressively, 
through all parts of the commercial 
world. The money which thus over- 


flowed would spread itself to an equal 
depth over all commercial countries. 
For it would go on flowing until the 
exports and imports again balanced 
one another : and this (as no change 
is supposed in the permanent circum- 
stances of international demand) could 
only be, when the money had diffused 
itself so equally that prices had risen 
in the same ratio in all countries, so 
that the alteration of price would he 
for all practical purposes ineffective, 
and the exports and imports, though 
at a higher money valuation, would be 
exactly the same as they were ori- 
ginally. This diminished value of 
money throughout the world, (at least 
if the diminution was considerable) 
would cause a suspension, or at least 
a diminution, of the annual supply 
from the mines : since the metal 
would no longer command a value 
equivalent to its highest cost of pro- 
duction. The annual waste would, 
therefore, not he fully made up, and 
the usual causes of destrnction would 
gradually reduce the aggregate quan- 
tity of the precious metals to its 
former amount ; after which their pro- 
duction would recommence on its 
former scale. The discovery of the 
treasure would thus produce only tem- 
porary effects; namely, a brief dis- 
turbance of international trade until 
the treasure had disseminated itself 
through the world, and then a tem- 
porary depression in the value of the 
metal, below that which corresponds 
to the cost of producing or of obtain- 
ing it; which depression would gra- 
dually he corrected, hy a temporarily 
diminished production in the producing 
countries, and importation in the im- 
porting countries. 

The same effects which would thus 
arise from the discovery of a treasure, 
accompany the process hy which hank 
notes, or any of the other substitutes 
for money, take the place of the pre- 
cious metals. Suppose that England 
possessed a currency wholly metallic, 
of twenty millions sterling, and tha-t 
suddenly twenty millions of bank notes 
were sent into circulation. If these were 
issued hy bankers, they would be em- 
ployed in loans, or in the purchase of 
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securities, and would therefore create 
a sadden fall in the rate of interest, 
which would probably send a great 
part of the twenty millions of gold out 
of the country as capital, to seek a 
higher rate of interest elsewhere, be- 
fore there had 'been time for any 
action on prices. But we will suppose 
that the notes are not issued by 
bankers, or money-lenders of any 
kind, but by manufacturers, in tbe 
payment of wages and purchase of 
materials, or by the government in its 
ordinary expenses, so that the whole 
amount would he rapidly carried into 
the markets for commodities. The 
following would be the natural order 
of consequences. All prices would 
rise gi'eatly. Exportation would almost 
cease; importation would be prodi- 
giously stimulated- A great badance 
of payments would become dun; the 
exchanges would turn against England, 
to the full extent of the cost of ex- 
porting money ; and the surplus coin 
would pour itself rapidly forth, over 
the various countries of the world, in 
the order of their proximity, geogra- 
phically and commercially, to England. 
The efflux would continue until the 
cuzTencies of all countries had come 
to a level; by which I do not .mean, 
until money became of the same value 
everywhere, but until the differences 
were only those which existed before, 
and which corresponded to permanent 
differences in the cost of obtaining it. 
When the ’rise of prices had extended 
itself in an equal degree to all coun- 
tries, exports and imports would every- 
where revert to what they were at 
first, would balance one another, and 
the exchanges would return to par. 
If such a sum of money as twenty 
millions, when spread over the whole 
surface of the commercial world, were 
sufficient to raise the general level in 
a perceptible degree, the effect would 
be of no long duration. Xo alteration 
having occurred in the general condi- 
tions under which -the .metals were 
procured, either in the world at large 
or in any part of it, the reduced value 
would no longer be remunerating, and 
the supply from the mines would: 
cease .partially or wholly, imtil the 


twenty millions were absorhed ;^? after 
which absorption, the currencies of all 
countries would he, in quantity and in 
value, nearly at their original level. 
I say nearly, for in strict accuracy 
there would be a slight difference. A 
somewhat smaller annual supply of 
the precious metals would now be re- 
quired, there being in the world twenty 
. millions less of metallic money under- 
going waste. The equilihrinm of pay- 
ments, consequently, between ,the 
mining countries and the rest of the 
world, would thenceforth require that 
the mining countries should either 
export rather more of something else, 
or import rather less of foreign com- 
modities ; which implies a somewhat 
lower range of prices than previously 
in the mining countries, and a some- 
what higher in all others ; a scantier 
currency in the former, and rather 
fuller currencies in the latter. This 
effect, which would be too trifling to 
require notice except for the illustra- 
tion of a principle, is the only perma- 
nent change which would he produced 
on international trade, or on the value 
or quantity of the currency of any 
country. 

Eflects of another kind, however, 
will have been produced. Twenty 
millions which formerly existed in the 
unproductive form of' metallic money, 
have been converted into what is, or 
is capable of hecoming, productive 
capital. This gain is at .first made by 
England at the expense of other 
countrieSj, who have taken her super- 
fluity of this costly and unproductive 
article off her hands, giving for it an 
equivalent value in other commodities. 
By degrees the loss is made up to 
those countries by diminished' influx 
from the mines, and finally the world 
has gained a virtual addition of twenty 
millions to^ its productive resources. 
Adam Smith’s illustration, though so 
well known, deserves for its extreme 

* I am here supposing a state of thing 
in which gold and silver mining are a pers 
manent branch of industry, carried on under 
‘known conditions ; and not the present state 
of uncertainty, in which, gold-gathering is a 
game of chance, prosecuted (for the present) 
in the spirit of an adventure, noi in that of a 
regtsdar industrial pursuit. 
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aptness to be once more repeated. 
He compares tlie substitution of paper 
in tbe room of the precious metals, to 
the construction of a highway through 
the air, by which the ground now 
occupied by roads would become avail- 
able for agriculture. As in that case 
a portion of the soil, so in this a part 
of the accumulated wealth of the 
country, would be relieved from a 
function in which it was only em- 
ployed in rendering other soils ^ and 
capitals productive, and would itself 
become applicable to production; the 
office it previously fulfilled being equally 
well discharged by a medium which 
costs nothing. 

The value saved to the community 
by thus . dispensing with metallic 
money, is a clear gain to those who 
provide the substitute. ' They have the 
use of twenty millions of circulating 
medium which have cost them only the 
expense of an engraver’s plate. If 
they employ this accession to their 
fortunes as productive capital, the pro- 
duce of the country is increased and 
the community benefited, as much as 
by any other capital of equal amount. 
■VVhetl ler it is so employed or not, de- 
pends, in some degree, upon the mode 
of issuing it. If issued by the govern- 
ment, and employed in paying off debt, 
it would probably become productive 
capital. The government, however, 
may prefer employing this extraor- 
dinary resource in its ordinary ex- 
penses ; may squander it uselessly, or 
make it a mere temporary substitute 
for taxation to an equivalent amount ; 
in which last case the amount is saved 
by tbe taxpayers at large, who either 
add it to their capital or spend it as 
inpome. When paper currency is sup- 
lied, as in oui- own country, by 
ankers and banking companies, the 
amount is almost wholly turned into 
productive capital: for the issuers, 
being at all times liable to be called 
upon to refund the value, are under 
the strongest inducements not to 
squander it, and the only cases in 
which it is not forthcoming are cases 
of ffiaud or - mismanagement. A 
banker’s profession being that of a 
money-lender, his issue of notes is a 


simple, extension of his ordinary occu- 
pation. He lends the amount to 
farmers, manufacturers, or dealers, who 
employ it in their several businesses. 
So employed, it yields, like any other 
capital, wages of labour and profits of 
stock. The profit is shared between 
the banker, who receives interest, and 
a succession of borrowers, mostly for 
short periods, who after paying the 
interest, gain a profit in addition, or a 
convenience equivalent to profit. The 
capital itself in the long run becomes 
entirely wages, and when replaced by 
the sale of the produce, becomes wages 
again ; thus affording a perpetual fiiiicl, 
of the value of twenty millions, for tlie 
maintenance of productive labom*, and 
increasing the annual produce of the 
country by all that can be produced 
through the means of a capital of that 
value. To this gain must be added a 
further saving to the country, of the 
annual supply of the precious metals 
necessary for repairing the wear and 
tear, and other waste, of a metallic 
currency. 

The substitution, therefore, of paper 
for the precious metals, should always 
be carried as far as is consistent with 
safety ; no greater amount of metallic 
currency being retained, than is ne- 
cessary to maintain, both in fact and in 
public belief, the convertibility of the 
paper. A country with the extensive 
commercial relations of England, is 
liable to be suddenly called upon for 
large foreign payments, sometimes in 
loans, or other investments of capital 
abroad, sometimes as the price of some 
unusual importation of goods, the most 
frequent case being that of large im- 
ortations of food consequent on a had 
arvest. To meet such demands it is 
necessaiy that there should be, either 
in circulation or in the coffers of the 
hanks, coin or bullion to a very consi- 
derable amount, and that this, when 
drawn out by any emergency, should 
be allowed to return after the emer- 
gency is past. Eut since gold wanted 
for exportation is almost invariably 
drawn from the reserves of the banks, 
and is never likely to be taken directly 
from the circulation while the banks 
remain solvent, the only advantage 
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wliicli can be obtained from retaining 
partially a metallic cuiTency for daily 
purposes is, that the banks may oc- 
casionally replenish, their reserves 
from it. 

§ 3. When metallic money had 
■ been entirely superseded and expelled 
irom circulation, by the substitution of 
an etiual amount of bank notes, any at- 
tempt to keep a still further quantity 
of paper in circulation must, if the 
notes are convertible, be a complete 
failure. The new issue would again 
set in motion the same train of^ conse- 
quences by which the gold coin had 
already been expelled. The metals 
would, as before, be required for ex- 
portation, and would be for that pur- 
pose demanded from the banks, to the 
full extent of the superfluous notes; 
which thus could not possibly be re- 
tained in circulation. If, indeed, the 
notes were inconvertible, there would 
be no such obstacle to the increase 
of their quantity. An inconvertible 
paper acts in the same way as a con- 
vertible, while there remains any coin 
for it to supersede : the diflereiice 
begins to manifest itself when all the 
coin is driven from circulation (except 
what may be retained for the con- 
venience of small change), and the 
issues still go on increasing. When 
the paper begins to exceed in quantity 
the metallic currency which it super- 
seded, prices of course rise; things 
which were worth 5L in metallic 
money, become worth 6L in inconver- 
tible paper, or more as the case may 
be. But this rise of price will not, as 
in the cases before examined, stimulate 
import, and discourage export. The 
imports and exports are determined by 
the metallic prices of things, not by 
the paper prices : and it is only when 
the paper is exchangeable at pleasure 
for the metals, that paper prices and 
metallic prices must correspond. 

Let us suppose that England is the 
country which has the depreciated 
paper. Suppose that some English 
production could be bought, while the 
currency was still metallic, for oZ., and 
sold in France for 6Z. 10s., the differ- 
ence covering the expense and risk, 


and affording a profit to the merchant. 
On account of the depreciation, this 
commodity will now cost in England 
6Z., and cannot be sold in France for 
more than 5Z. 10s., and yet it wdll he 
exported as before. Why? Because 
the 61. 10^. which the exporter can get 
for it in France, is not depreciated 
paper, hut gold or silver : and since in 
England bullion has risen, in the same 
proportion with other things—if the 
merchant brings the gold or silver to 
England, be can sell his 61. 10s. for 
Ql. 12s., and obtain as before 10 per 
cent for profit and expenses. 

It thus appears, that a depreciation 
of the currency .does not affect the 
foreign trade of the country : this is 
carried on precisely as if the currency 
maintained its value. But though the 
trade is not affected, the exchanges 
are. When the imports and exports 
are in equilibrium, the exchange, in a 
metallic currency, would be at par ; a 
hill on France for the equivalent of 
five sovereigns, would be worth five 
sovereigns. But five sovereigns, or the 
quantity of gold contained in them, 
having come to he worth in England 
U., it follows that a hill on France for 
61., will be worth 6^. When, therefore, 
the real exchange is at par, there will 
he a nominal exchange against the 
country, of as much per cent as the 
amount of the depreciation. If the 
currency is depreciated 10, 15, or 20 
per cent, then in whatever way the 
real exchange, arising from the varia- 
tions of international debts and credits, 
may vary, the quoted exchange will 
always differ 10, 15, or 20 per cent 
from it. However high this nominal 
premium may he, it has no tendency to 
send gold out of the country, for the 
purpose of drawing a bill against it 
and profiting by the premium; be- 
cause the gold so sent must be pro- 
cured, not from the banks and at par, 
as in the case of a convertible cur- 
rency, hut in the market, at an ad- 
vance of price equal to the premium. 
In such cases, instead of saying that 
the exchangers unfavourable, it would 
be a more correct representation to say 
that the par has altered, since there is 
now required a larger quantity of 
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Englisli cun'ency to be equivalent to 
the same quantity of foreign. The 
exchanges, howeTer, continue to be 
computed according to the metallic par. 
The quoted exchanges, therefore, when 
there is a depreciated currency, are 
compounded of two elements or factors ; 
the real exchange, which follows the 
variations of international payments, 
and the nominal exchange, which 
varies with the depreciation of the cur- 
rency, but which, while there is any 
depreciation at all, must always be un- 
favourable. Since the amount of de- 
preciation is exactly measured by the 
degree in which the market price of 
bullion exceeds the Mint valuation, we 
have a sure criterion to determine what 
portion of the quoted exchange, being 
referable to depreciation, may be struck 
off as nominal ; the result so corrected 
expressing the real exchange. 

The same disturbance of the ex- 
changes and of international trade, 
which is produced by an increased 
issue of convertible hank notes, is in 
like manner produced by those exten- 
sions of credit, which, as was so fully 
shown in a preceding chapter, have the 
same effect on prices as an increase of 
the currency. Whenever circumstances 
have given such an impulse to the 
spirit of speculation as to occasion a 
great increase of purchases on^ credit, 
money prices rise, just as much as they 
would nave risen if each person who so 
buys on credit had bought with money. 
All the effects, therefore, must he simi- 
lar. As a consequence of high prices, 
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exportation is checked and importation 
stimulated ; though in fact the increase 
of importation seldom waits for the 
rise of prices which is the consequence 
of speculation, inasmuch as some of 
the great articles of import are usually 
among the things in which speculative 
overtrading first shows itself. There 
is, therefore, in such periods, usually a 
great excess of imports over exports ; 
and when the time comes at which 
these must he paid for, the exchanges 
become unfavourable, and gold flows 
out of the country- In w^hat precise 
manner this efflux of gold takes effect 
on prices, depends on circumstances of 
which we shall presently speak more 
fully ; hut that its effect is to make 
them recoil downwards, is certain and 
evident. The recoil, once begun, gene- 
rally becomes a total rout, and the 
unusual extension of credit is rapidly 
exchanged for an unusual contraction 
of it.^ Accordingly, when credit has 
been imprudently stretched, and the 
speculative spirit carried to excess, the 
ton of the exchanges, and consequent 
pressure on the hanks to obtain gold 
for exportation, are generally the 
proximate cause of the catastrophe. 
But these phenomena, though a con- 
spicuous accompaniment, are no essen- 
tial part, of the collapse of credit called 
a commercial crisis ; which, as we 
formerly showed,* might happen to as 
great an extent, and is quite as likely 
to happen, in a country, if any such 
there were, altogether destitute of 
foreign trade- 
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OF THE BATE 

§ 1. The present seems the most 
proper place for discussing the circum- 
stances which determine the rate of 
interest. The interest of loans, being 
really a question of exchange value, 
falls naturally into the present division | 


OF INTEREST. 

of our subject: and the two topics of 
Currency and Loans, though in them- 
selves distinct, are so intimately 
blended in the phenomena of what is 
called the money market, that it is im- 
* Supra, pp. 318—9. 
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possible to imderstanci the one without 
the other, and in many minds the two 
subjects are mixed up in the most in- 
extricable confusion. 

In the preceding Book* we defined 
the relation in which interest stands to 
profit. ^ We found that the gross profit 
of capital might be distingnished into 
three parts, which are respectively the 
remuneration for risk, for trouble, and 
for the ^capital itself, and may be 
termed insurance, wages of superin- 
tendence, and interest. After mah'ng 
compensation for risk, that is, after 
covering the average losses to which 
capital is exposed either by the general 
circumstances of society or by the 
hazards of the particular employment, 
there remains a surplus, which partly 
goes to repay the owner of the capital 
for his abstinence, and partly the em- 
ployer of it for his time and trouble, 
blow much goes to the one and how 
much to the other, is shown by the 
amount of the remuneration which, 
when the two functions are separated, 
the owner of capital can obtain from 
the employer for its use. This is evi- 
dently a question of demand and 
supply. KoV have demand and supply 
any different meaning or effect in this 
case from what they have in all others. 
The rate of interest will be such as to 
equalize the demand for loans with the 
supply of them. It will be such, that 
exactly as much as some people are 
desirous to borrow at that rate, others 
shall he willing to lend. If there is 
more oidered than demanded, interest 
will fall; if more is demanded than 
offered, it will rise ; and in both cases, 
to the point at which the equation of 
supply and demand is re-established. 

Both the demand and supply of 
loans fluctuate more incessantly than 
any other demand or supply whatso- 
ever. The fluctuations in other things 
depend on a limited number of influ- 
encing circumstances; but the desire 
to borrow, and the willingness to lend, 
are more or less influenced by every 
circumstance which affects the state or 
prospects of industry or commerce, 
either generally or in any of their 
branches. The rate of interest, there- 
* Supra, book u. ch. xv. § 1. 


fore, on good security, which alone we 
have here io consider (for interest in 
which considerations of risk hear a part 
may swell to any amount) is seldom,, 
in the great centres of money transac- 
tions, precisely^ the same for two days 
together ; as is shown by the never-" 
ceasing variations in the quoted prices 
of the funds and other negotiable secu- 
rities, Nevertheless, there must be, as 
in other cases of value, some rate 
which Jin the language of Adam Smith 
and Eicardo) may be called tbe natural 
rate ; some rate about which tbe mar- 
ket rate oscillates, and to which it 
always tends to return. This rate 
partly depends on the amount of accu- 
mulation going on in the hands of 
persons who cannot themselves attend 
to the employment of their savings,, 
and partly on the comparative taste 
existing in the community for the 
active pursuits of industry, or for the 
leisure, ease, and independence of an 
annuitant. 

§ 2. To exclude casual fluctuations^ 
we will suppose commerce to he in a. 
quiescent condition, no employment 
being unusually prosperous, and none 
particularly distressed. In these cir- 
cumstances, the more thriving pro- 
ducers and traders have their capital 
fully employed, and many are able to- 
transact business to a considerably 
greater extent than they have capital 
for. These are naturally borrowers : 
and the amount which they desire to- 
borrow, and can give security for, con- 
stitutes the demand for loans on ac- 
count of productive employment. To- 
these must be added the loans required 
by Government, and by landowners, or 
other unproductive consumers who have 
good security to give. This constitutes 
the mass of loans for which there is an 
habitual demand. 

Now it is ^ conceivable that there 
might exist, in the hands of persons 
disinclined or disqualified for engaging 
personally in business, a mass of capi- 
tal equal to, and even exceeding, this 
demand. In that case there would he 
an habitual excess of competition on 
the part of lenders, and the rate of in- 
terest would bear a low proportion to* 
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tlie rate of profit. Interest would Be 
forced down to tlie point wBicli would 
eitlier tempt borrowers to take a greater 
amount of loans tban they had a 
reasonable expectation of being able to 
employ in their business, or would so 
discourage a portion of the lenders, as 
to make them either forbear to accu- 
mulate, or endeavour to increase their 
income by engaging in ^ business on 
their own account, and inciming the 
risks, if not the labours, of industrial 
employment. 

On the other hand, the capital owned 
by persons who prefer lending it at 
interest, or whose avocations prevent 
them from personally superintending 
its employment, may be short of the 
habitual demand for loans. It may be 
in gi'eat part absorbed by the invest- 
ments afforded by the public debt and 
by mortgages, and the remainder may 
not he suMcient to supply the wants of 
commerce. If so, the rate of interest 
will be raised so high as in some way 
to re-establish the equilibrium. When 
there is only a small difference between 
interest and profit, ^ many boiTOwers 
may no longer be willing to increase 
their responsibilities and involve their 
credit for so small a remuneration : or 
some who would otherwise have en- 
gaged in business, may prefer leisure, 
and become lenders instead of bor- 
rowers : or others, under the induce- 
ment of high interest and easy in- 
vestment for their capital, may re- 
tire from business earlier, and with 
smaller fortunes, than they otherwise 
would have done- Or, lastly, there is 
another process by which, in England 
and other commercial countries, a 
large portion of the requisite supply 
of loans is obtained. Instead of its 
being afforded by persons not in busi- 
ness, tlie affording it may itself become 
a business. A portion of the capital 
employed in trade maybe supplied by 
a class of professional money lenders. 
These money lenders, however, must 
have more than a mere interest ; they 
must have the ordinary rate of profit 
on their capital, risk and all other 
circumstances being allowed for. But 
it can never answer to any one who 
borrows for the purposes of his busi- 


INTEEEST- S87 

ness, to pay a full profit for capital 
from which he will only derive a full 
profit: and money-lending, as an em- 
ployment, for the regular supply of 
trade, cannot, therefore, be carried on 
except by persons who, in. addition to 
their own capital, can lend their credit, 
or, in other words, the capital of other 
people : that is, bankers, and persons 
(such as bill-brokers) who are virtually 
bankers, since they receive money in 
deposit. A bank which lends its notes 
lends capital which it borrows from 
the community, and for which it pays 
no interest. A hank of deposit lends 
capital which it collects from the com- 
munity in small parcels ; sometimes 
without paying any interest, as is the 
case with the London private hankers ; 
and if, like the Scotch, the joint stock, 
and most of the country banks, it does 
pay interest, it still pays much less 
than it receives ; for the depositors, 
who in any other way could mostly 
obtain for such small balances no 
interest worth taking any trouble for, 
are glad to receive even a little. 
Having this subsidiary resource, 
hankers are enabled to obtain, by 
lending at interest, the ordinary rate 
of profit on their own capital. In any 
other manner, money-lending could not 
be carried on as a regular mode of 
business, except upon terms on which 
none would consent to borrow bat 
persons either counting on extraor- 
dinary profits, or in urgent need : un- 
productive consumers who have ex- 
ceeded their means, or merchants in 
fear of bankruptcy. The disposable 
capital deposited in banks; that re- 
presented by hank notes ; the capital 
of hankers themselves, and that which 
their credit, in any way in which they 
use it, enables them to dispose of; 
these, together with the funds belong- 
ing to those who, either from necessity 
or preference, live upon the interest of 
their propert;^, constitute the general 
loan tund ot^ the country : and the 
amountof this aggregate fund, when 
set against the habitual demands of 
producers and dealers, and those of 
the Govemment and of unproductive 
consumers, determines the permanent 
or average rate of interest ; which 
0 C 2 
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must always l)e sucli as to adjust 
these two amounts to one another.'* But 
while the whole of this mass of lent 
capital takes effect upon the permanent 
rate of interest, the fluctuations de- 
pend almost entirely upon the portion 
which is in the hands of bankers ; for 
it is that portion almost exclusively, 
which, being lent for short times only, 
is continually in the market seeking 
an investment. The capital of those 
who live on the interest of their own 
fortunes, has generally sought and 
found some' fixed investment, such as 
the public funds, mortgages, or the 
bonds of public companies, which in- 
vestment, except' under peculiar temp- 
tations or necessities, is not changed. 

§ 3, Pluctuations in the rate of 
interest arise from variations either in 
demand for loanvS, or in the supply. 
The supply is liable to variation, 
though less so than the demand. The 
willingness to lend is greater than 
usual at the commencement of a 
period of speculation, and much less 
than usual during the revulsion which 
follows. In speculative times, money- 
lenders as -well as other people are in- 
clined to extend their business by 
stretching their credit; they lend 
more than usual (just as other classes 
of dealers and producers employ more 
than usual) of capital which does not 
belong to them. Accordingly, these 
are the times when the rate of interest 
is low; though for this too (as we 
shall hereafter see) there are other 
causes. During the revulsion, on the 
contrary, interest always rises inor- 

* I do not include in the general loan fund 
of the country the capitals, large as they 
sometimes are, which are habitually em- 
ployed in speculatively buying and selling 
the public funds and other securities. It is 
true that all who buy securities add, for the 
time, to the general amount of money on loan, 
and lower, to that extent, the rate of interest. 
But as the persons I speak of buy only to sell 
again at a higher price, they are alternately 
in the position of lenders and of borrowers: 
their operations raise the rate of interest at 
one time, exactly as much as they lower it at 
another, bike all persons who buy and sell 
on speculation, their function is to equalize, 
not to raise or lower, the value of the com- 
modity. 'When they speculate prudently, 
they temper the fluctuations of price ; when 
imprudently, they often aggravate them. 


dinately, because, while therts is a 
most pressing need on the part of 
many persons to borrow, there is a 

g eneral disinclination to lend. This 
isinclination, when at its extreme 
point, is called a panic. It occurs 
when a succession of unexpected fai- 
lures has created in the mercantile, 
and sometimes also in the non-mer- 
cantile public, a general distrust in 
each other’s solvency; disposing every 
one not only to refuse fresh credit, 
except on very onerous terms, but to 
call ill, if possible, all credit which he 
has already given. Deposits are with- 
drawn from hanks ; notes are re- 
turned on the issuers in exchange for 
specie; bankers raise their rate of 
discount, and withhold their customary 
advances ; merchants refuse to renew 
mercantile bills. At such times the 
most calamitous consequences were 
formerly experienced from the attempt 
of the law to prevent more than a 
certain limited rate of interest from 
being given or taken. Persons who 
could not borrow at five per cent, had 
to pay, not six or seven, hut ten or 
fifteen per cent, to compensate the 
lender for risking the penalties of the 
law : or had to sell securities or goods 
for ready money at a stiE greater 
sacrifice. * 

In the intervals between commercial 
crises, there is usually a tendency in 
the rate of interest to a progressive 
decline, from the gradual process of 
accumulation ; which process, in the 
gi’eat commercial countries, is suffi- 
ciently rapid to account for the almost 
periodical recurrence of these fits of 
speculation; since, when a few years 
have elapsed without a crisis, and 
no new and tempting channel for in- 
vestment has been opened in the 
meantime, there is always found to 
have occurred in those few years so 
large an increase of capital seeking 
investment, as to have lowered con- 
siderably the rate of interest, whether 
indicated by the prices of securities or 
by the rate of discount on hills; and 
this diminution of interest tempts the 
possessors to , incur hazards in hopes of 
a more considerable return. 

The rate of interest is, at times, 
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affected more or less permanently by 
circumstances, tbougb not of frequent, 
yet of occasional occurrence, wbicb 
tend to alter tbe proportion between 
the class of interest-receiving and that 
of profit-receiving capitalists. Two 
causes of this description, operating in 
contrary ways, bave manifested tbem- 
selves of late years, and are now pro- 
ducing considerable effects in England. 
One is, tbe gold discoveries. The 
masses of tbe precious metals which 
are constantly arriving from the gold 
countries, are, it may safely he said, 
wholly added to the funds that supply 
the loan market. So great an addi- 
tional capital, not divided between the 
two classes of capitalists, but aggre- 
gated bodily to tbe capital of the 
interest-receiving class, disturbs the 
pre-existing ratio between the ^two, 
and tends to depress interest, relatively I 
to profit. Another circumstance of still 
more recent date, hut tending to the 
contrary effect, is the legalization of 
joint-stock associations with limited 
liability. The shareholders in these 
associations, now so rapidly multiply- 
ing, are drawn almost exclusively from 
4he lending class ; from those who 
either left tbeir disposable funds in 
deposit, to be knt out by bankers, or 
invested them in public or private secu- 
rities, and received tbe interest. To 
tbe extent of tbeir shares in any of 
these companies (with the single ex- 
ception of hanking companies) they 
have become traders on their own 
capital ; they have ceased to be lenders, 
and have even, in most cases, passed 
over to the class of borrowers. Their 
subscriptions have been abstracted 
from the funds which feed tbe loan 
market, and they themselves have be- 
come^ competitors for a share of the 
remainder of those funds: of all which, 
the natural effect is a rise of interest. 
And it would not be surprising if, for 
a considerable time to come, tbe ordi- 
nary rate of interest in England should 
bear a higher proportion to the common 
rate of mercantile profit, than it has 
borne at any time since tbe influx of 
new gold set in.* 

* To the cause of augmentation in the rate 
of interest, mentioned in the text, must he 
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Tbe demand for loans varies much 
more largely than tbe supply, and em- 
braces longer cycles of years in its 
aberrations. A time of war, for ex- 
ample, is a period of unusual drafts on 
the loan market. The Government, at 
such times, generally incurs new loans, 
and as these usually succeed each other 
rapidly as long as tbe war lasts, the 
general rate of interest is kept higher 
in war than in peace, without reference 
to the rate of profit, and productive 
industry is stinted of its usual supplies. 
During part of the last French war, 
the Government could not borrow under 
six per cent, and of course all other 
borrowers had to pay at least as much. 
Nor does the influence of these loans 
altogether cease when the Government 
ceases to contract others ; for those 
already contracted continue to afford 
an investment for a greatly^increased 
amount of the disposable capital of tbe 
country, which if the national debt 
were paid off, would be added to tbe 
mass of capital seeking investment, and 
(independently of temporary disturb- 
ance) could not but, to some extent, 
permanently lower tbe rate of interest. 
The same effect on interest which is 
produced by Government loans for war 
expenditure, is produced by the sudden 
opening of any new and generally 
attractive mode of permanent invest- 
ment. The only instance of the kind 
in recent history on a scale comparable 
to that of tbe war loans, is the absorp- 
tion of capital in the construction of 
railways. This capital must have beer 
principally drawn from the deposits in 
banks, or from savings which would 
have gone into deposit, and which were 
added another, forcibly insisted on by tbe 
author of an able article in the Edinburgh 
Jievieio for January 1865; the increased and 
increasing willingness to send capital abroad 
for investnoent. Owing to the vastly aug- 
mented facilities of access to foreign coun- 
tries, and the abundant information inces- 
saiitly received from them, foreign invest- 
ments have ceased to inspire the terror that 
belongs to the unknown ; capital flows, with- 
out misgiving, to any place which affords an 
expectation of high profit; and the loan 
market of the whole commercial w’orld is 
becoming rapidly one. The rate of interest, 
therefore, in the part of the world out of 
which capital most freely flows, cannot any 
longer remain so much inferior to the rate 
elsewhere, as it has hitherto been. 
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destined to be nltimiitely employed in 
buying securities from persons wlo 
■would liaYe employed the purchase 
money in discounts or other loans at 
interest : in either case, it was a draft 
on the general loan fund. It is, in 
fact, evident, that unless savings were 
made expressly to he employed in rail- 
way adventure, the amount thus em- 
ployed must have been derived either 
troin the actual capital of persons in 
business, or from capital which would 
have been lent to persons in business. 
In the first case, the subtraction, by 
crippling their means, obliges them to 
be larger borrowers ; in the second, it 
leaves less for them to borrow ; in either 
case it equally tends to rMse the rate 
of interest. 

§ 4. 1 have, thus far, considered 
loans, and the rate of interest, as a 
matter which concerns capital in gene- 
ral, in direct opposition to the popular 
notion, according to which it only con- 
cerns money. In loans, as in all other 
money transactions, I have regarded 
the money which passes, only as the 
medium, and commodities as the thing 
really transfenud — the real subject of 
the transaction. And this is, in the 
main, correct : because the purpose for 
which, in the ordinary course of affairs, 
money is borrowed, is to acquire a pur- 
chasing power over commodities. In 
an industrious and commerefal country, 
the ulterior intention cordmonly is, to 
employ the commodities as capital: 
but even in the case of loans for un- 
productive consumption, as those of 
spendthrifts, or of the Government, the 
amount borrowed is taken from a pre- 
vious accumulation, which would other- 
wise have been lent to cariy on produc- 
tive industry; it is, therefore, so much 
subtracted from what may correctly be 
called the amount of loanable capital. 

There is, however, a not nnfrequent 
case, in which the purpose of the bor- 
rower is different from what I have 
here supposed. He may borrow money, 
neither to employ it as capital nor to 
Spend it unproductively, hut to pay a 
previous debt. In this case, what he 
wants is not purchasing power, hut 
legal tender, or something which a 


creditor will accept as equivalent to it. 
His need is specifically for money, not 
for commodities or capital It is the 
demand arising from this cause, which 
produces almost all the great and sud- 
den variations of the rate of interest. 
Such. a demand forms one of the ear- 
liest features of a commercial crisis. 
At such a period, many persons in 
business who have contracted engage- 
ments, have been prevented by a change 
of circumstances from obtaining in time 
the means on wliich they calculated for 
fulfilling them. These means they 
must obtain at any sacrifice, or submit 
to bankruptcy; and what they must 
have is money. Other capital, how- 
ever much of it they may possess, can- 
not answer the purpose unless money 
can first he obtained for it; while, on 
the contrary, without any increase of 
the capital of the country, a mere in- 
crease of circulating instruments of 
credit, (be they of as little worth for 
any other purpose as the box of one 
pound notes discovered in the vaults of 
the Bank of England during the panic 
of 1825) will effectually seive their 
turn, if only they are allowed to make 
use of it. An increased issue of notes, 
in the form of loans, is all that is re- 
quired to satisfy the demand, and put 
I an end to the accompanying panic. 
But although, in this case, it is not 
I capital, or purchasing power, that the 
: borrower needs, hut money as money, 
it is not only money that is transferred 
to him. The money carries its pur- 
chasing power with it wdierever it goes ; 
and money throwninto the loan market 
really does, through its purchasing 
power, turn over an increased portion 
of the capital of the country into the 
! direction of loans. Though money 
aIo]^;^? was wanted, capital passes ; an^ 
it may still be said with truth that it 
is by an addition to loanable capital 
that the rise of the rate of interest is 
met and corrected. 

Independently of this, however, 
there is a real relation, which it is 
indispensable to recognise, betw^een 
loans and money. Loanable capital 
is all of it in tbe form of money. 
Capital destined directly for produc- 
tion exists in many forms ; but capital 
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destined for lending exists normally 
in tliat form alone. Owing to this 
circumstance, we should naturally e:^ 
nect that among the causes which 
afleot more or less the rate of interest 

would he found not only causes which 
net through capital, hut some causes 
which act, directly at least, only 
through money. 

The rate of interest hears no neces- 
sary relation to the quantity-or xalue ot 
the money in circulation. ^The perma- 
nent amount of the circulating medium, 
whether great or small, ^ affects only 
prices; not the rate of interest A 
depreciation of the currency, when it 
has become an accomplished tact, 
affects the rate of interest in no man- 
ner whatever. It diminishes indeed 
the power of money to buy commodi- 
ties, hut not the power of money to 
buy money. If a hundred pomids 
will buy a perpetual annuity oi tour 
pounds a year, a depreciation which 
makes the hundred pounds worth on y 
half as much as before, bas pmecisely 
the same effect ou the four pounds, 
and cannot therefore alter the relation 
between the two. The greater or 
smaller number of counters which 
must he used to express a given 
amount of real wealth, ma^s no^dii- 
ference in the position or interests ot 
lenders or borrowers, and theretore 
makes no difference in the demand 
and supply of loans. There is the 
same amount of real capital lent and 
hoiTOwed ; and if the capital in the 
hands of lenders is represented by a 
greater number of pounds sterling, the 
same gi'eater number of pounds ^ster- 
ling will, in consequence of the rise oi 
prices, he now required for the pur- 
poses to which the borrowers intend to 
apply them. 

But though the greater ^ or less 
quantity of money makes in itself no 
difference in tbe rate of interest, a 
change ffom a less quantity to a 
greater, -or from a greater to a less, 
may and does make a difference in it. 

Suppose money to he in process of 
depreciation, by means of an incon- 
vertible currency, issued^ by a govern- 


ment in pa^unent of its expenses. 
‘This fact will in no way diminish the 
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demand for real capital on 
it will diminish the real capital loan- 
able, because, this existing only in tile 
form of money, the increase ot quan- 
tity depreciates it. Estimated in 
capital, the amount offered is less, 
while the ammmt required is the same 
as before. Estimated in currency, the 
amount offered is only the same as 
before, while the amount required, 
ownng to the rise of prices, is greater. 
Either way, the rate of interest must 
rise. So that in this case increase oi 
currency really affbets the rate oi in 1'0- 
rest, but in the contrary way to that 
which is generally supposed ; by rais- 
ing, not by lowering it. 

The reverse will happen as the 
effect of calling in, or diminishing in 
quantity, a depreciated currency. Uio 
money in the hands of lenders, in 
common with all other money, will be 
enhanced in value, that is, there will 
he a greater amount of real capital 
seeking borrowers; while the^ real 
capital wanted by borrowers will be 
only the same as before, and ^ the 
money amount less : the rate ot inte- 
rest, therefore, will tend to fall. ^ 

We thus see that depreciation,^ 
merely as such, while in process of 
taking place, tends to raise the rate of 
interest : and the expectation of fur- 
ther depreciation adds to this effect; 
because lenders who expect that their 
interest will he paid, and the principal 
perhaps redeemed, in a less valuable 
currency than they lent, of course re- 
quire a rate of interest sufficient to 
cover this contingent loss. 

But this effect is more than counter- 
acted by a contrary one, when the 
additional money is thrown into circu- 
lation not by purchases hut by loans. 
Li England, and in most other com- 
mercial countries, the paper currency 
in common use, being a currency pro- 
vided by hankers, is all issued in the 
way of loans, except the part employed 
in the purchase of gold and silver. 
The same operation, therefore, wbich 
adds to the currency also adds to the 
loans : the whole increase of currency 
in the first instance swells the^ loan 
market. Considered as an addition to 
loans it tends to lower interest, more 
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than in its character of depreciation it 
tends to raise it ; for the former effect 
depends, on the ratio which the new 
nioiiej hears to the money lent, while 
the hatter depends on its ratio to all 
the money in circulation. An in- 
crease, therefore, of cnrrency issued by 
banks, tends, while the process con- 
tinues, to bring down or to keep down 
the rate of interest, A similar effect 
is produced by the increase of money 
arising from the gold discoveries ; 
almost the whole of which, as already 
noticed, is, when brought to Europe, 
added to the deposits in hanks, and 
consequently to the amount of loans ; 
and when drawn out and invested 
in securities, liberates an equivalent 
amount of other loanable capital. The 
newly-arrived gold can only get itself 
invested, in any given state of busi- 
ness, by lowering the rate of interest; 
and as long as the influx continues, it 
cannot fail to keep interest lower than, 
all other circumstances being supposed 
the same, would otherwise have been 
the case. 

As the introduction of additional 
gold and silver which goes into the 
loan market, tends to keep down the 
rate of interest, so any considerable 
abstraction of them from the country 
invariably raises it ; even when occur- 
ring in the course of trade, as in pay- 
ing for the extra importations caused 
by a bad harvest, or for the high-priced 
cotton which is, just now, imported 
from so many parts of the world. The 
money required for these payments is 
taken in the first instance from the 
deposits in the hands of bankers, and 
to that extent staiwes the fund that 
supplies the loan market. 

The rate of interest, then, depends, 
essentially and permanently, on the 
comparative amount of real capital 
offered and demanded in the way of 
loan:; hut is subject to temporary" dis- 
turbances of various sorts, from in- 
crease and diminution of the circu- 
lating medium; which derangements 
are somewhat intricate, and some- 
times in direct opposition to first ap- 
pearances. All these distinctions are 
veiled over and confounded, by the 
unfortunate misapplication o| language 


which designates the rate of interest 
by a j)hrase (“the value of money”) 
which properly expresses the purchas- 
ing power of the circulating medium. 
The public, even mercantile, hahitu- 
ally fancies that ease in the money 
market, that is, facility of borrowing 
at low interest, is proportional to the 
quantity of money in circulation. Not 
only, therefore, are hank notes sup- 
posed to produce effects as currency, 
which they only produce as loans, but 
attention is habitually diverted from 
effects similar in kind and much 
greater in degree, when produced by 
an action on loans which does not 
happen to he accompanied by any 
action on the cuiTency. 

Eor example, in considering the 
effect produced by the proceedings of 
hanks in encoura^ng the excesses of 
specnlation, an immense effect is 
usually attributed to their issues of 
notes, but until of late hardly any 
attention was paid to the management 
of their deposits; though nothing is 
more certain than that their impru- 
dent extensions of credit take place 
more frequently by means of their 
deposits than of their issues. “ There 
is no doubt,” says Mr. Tooke,^ “that 
hanks, whether private or joint stock, 
may, if imprudently conducted, minister 
to an undue extension of credit for the 
purpose of speculations, whether in 
commodities, or in over-trading in ex- 
ports or imports, or in building or 
mining operations, and that they have 
so ministered not unfrequently, and in 
some cases to an extent ruinous to 
themselves, and without ultimate 
benefit to the parties to whose views 
their resources were made suhser-. 
vient.” But, “supposing all tlm de- 
po.sits received by a hanker to he in 
coin, is he not, just as much as the 
issuing hanker, exposed to the impor- 
tunity of customers, whom it may be 
impolitic to refuse, for loans or dis- 
counts, or to be tempted by a high 
interest? and may be not be induced 
to encroach so much upon his deposits 
as to leave hini, under not improbable 
circumstances, unable to meet the de- 
mands of his depositors ? In what 
* Ingidry into the Cm'Tency Frincipht ch. xiVi. 
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respect, indeed, would tlie case of a 
banker in a perfectly metallic circula- 
tion, dilfer from that of a London 
banker at the present day ? He is not 
a creator of money, he cannot avail 
himself of his privilege as an issuer in 
aid of his other business, and yet there 
have been lamentable instances of Lon- 
don bankers issuing money in excess.” 

In the discussions, too, which have 
been for so many years carried on re- 
specting the operations of the Bank of 
England, and the effects produced by 
those operations on the state of credit, 
though for nearly half a century there 
never has been a commercial crisis 
which the Bank has 'not been strenu- 
ously accused either of producing or of 
aggi'avating, it has been almost uni- 
versally assumed that the influence of 
its acts was felt only^ through the 
amount of its notes in circulation, and 
that if it could he prevented from ex- 
ercising any discretion as to that one 
feature in its position, it would no longer 
have any power liable to abuse. This 
at least is an error which, after the 
experience of the year 1847, we may 
hope has been committed for the last 
time. During that year the hands of 
the Bank were absolutely tied, in its 
character of a bank of issue ; but 
through its operations as a bank of de- 
posit it exercised as great an influence, 
or apparent influence, on the rate of 
interest and the state of credit, as at 
any former period ; it was exposed to 
as vehement accusations of abusing 
that influence ; and a crisis occurred, | 
such as few that preceded it had 
equalled, and none perhaps surpassed, 
in intensity. 

§ 5. Before quitting the general 
subject of this chapter, I will make the 
obvious remark, that the rate of in- 
terest determines the value and price 
of all those saleable articles which are 
desired and bought, not for themselves, 
but for the income which they are ca- 
pable of ;^delding. The public funds, 
shares in joint-stock companies, an^ all 
descriptions of securities, are at a high 
price in proportion as the rate of in- 
terest is low. They are sold at the 
price which will give the market rate 
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of interest on the purchase money,’ with 
allowance for all difierences in the risk 
incurred, or in any circumstance of 
convenience. Exchequer bills, for ex- 
ample, usually sell at a higher price 
than consols, proportionally to the in- 
terest which they yield ; because, 
though the security is the same, yet 
the former being annually paid off at 
par unless renewed by the holder, the 
purchaser (unless obliged to sell in a' 
moment of general emergency), is in no 
danger of losing anything by the re-sale, 
except the premium he may have paid. 

The price of land, mines, and all 
other fixed sources of income, depends 
in like manner on the rate of interest. 
Land usually sells at a higher price, in 
proportion to the income afforded by it, 
than the public funds, not only because 
it is thought, even in this country, to 
he somewhat more secure, but because 
ideas of power and dignity are asso- 
ciated with its possession. But these 
differences are constant, or nearly so ; 
and in the variations of price, land 
follows, cceteris paribus, the permanent 
(though of course not the daily) varia- 
tions of the rate of interest. When in- 
terest is low, land -will naturally lie 
I dear ; when interest is, high, land will 
I be cheap. The last long war presented 
‘ a stiiking exception to this rule^ since 
the price of land as well as the rate of 
interest was then remarkably high. For 
this, however, there was a special 
cause. The continuance of a very high 
average price of corn for many years, 
had raised the rent of land even more 
than in proportion to the rise of in- 
terest ; and fall of the selling price of 
fixed incomes. Had it not been for 
this accident, chiefly dependent on the 
seasons, land must have sustained as 
gi'eat a depreciation in value as the 
public funds: which it probably would 
do, were a similar vrar to break out 
hereafter; to the signal disappoint- 
ment of those landlords and farmers 
who, generalizing from the casual cir- 
cumstances of a remarkable period, so 
long persuaded themselves that a state 
of war was peculiarly advantageous, 
and a state of peace disadvantageous, 
to what they chose to call the interests 
of agriculture. 
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OP THE EEGHLATIOH OP A CONVERTIBLE PAPER CURRENCY. 


§ 1. Fhe frequent recurrence during 
the last lialf century of tlie painful 
■series of phenomena called a commer- 
cial crisis, has directed much of the at- 
tention both of economists and of prac- 
tical politicians to the contriving of 
• expedients for averting, or at the least, 
mitigating its evils. And the habit 
which grew up during ‘the era of the 
Bank restriction, of ascribing all al- 
ternations of high and low prices to the 
issues of hanks, has caused inquirers 
in general to fix their hopes of success 
in moderating those vicissitudes, upon 
schemes for the regulation of hank 
notes. A scheme of this nature, after 
having obtained the sanction of high 
authorities, so far established itself in 
the public mind, as to be, with general 
approbation, converted into a law, at 
the rene%val of the Charter of the Bank 
of England in 1844: and the regula- 
tion is still in force*, though with a great 
abatement of its popularity, and with 
itB prestige impaired by two temporary 
suspensions, on the responsibility of the 
executive, the earlier of the two little 
more than three years after its enact- 
ment. It is proper that the merits of 
this plan for the regulation of a con- 
vei-tible bank note, currency should be 
here considered. Before touching upon 
the practical provisions of Sir Bobert 
Peels Act of 1844, I shall briefly state 
the nature, and examine the grounds, 
of the theory on which it is founded. 

It is believed by many, that hanks 
of issue universally, or the Bank of 
England in particular, have a power of 
throwing their notes into circulation, 
and thereby raising prices, arbitrarily ; 
that this power is only limited by the , 
degree of moderation with which they 
think fit to exercise it ; that when they 
increase their issues beyond the usual 
amount, the rise of prices, thus pro- 
duced, generates a spirit of speculation 
in commodities, which carries prices 
still higher, and ultimately causes a 


reaction and recoil, amounting in ex- 
treme cases to a commercial crisis; 
and that every such crisis which has 
occurred in this country within mer- 
cantile memory, has been either ori- 
ginally. produced by this cause, or 
greatly aggravated by it. To this ex- 
treme length the currency theory has 
not been carried by the eminent poli- 
tical economists who have given to a 
more moderate form of the same theory 
the sanction of their names. But I 
have not overstated the extravagance 
of the popular version ; which is a re- 
markable instance to what lengths a 
favourite theory will hurry, not the 
closet students whose competency in 
such questions is often treated with so 
much contempt, hut men of the world 
and of business, who pique themselves 
on the practical knowledge which they 
have at least had ample opportunities 
of acquiring. Not only has this fixed 
idea of the currency as the prime agent 
in the fluctuations of price, made them 
shut their eyes to the multitude of cir- 
cumstances which, by influencing the 
expectation of supply, are the tine 
causes of almost all speculations and of 
almost all fluctuations of price ; but in 
order to bring about the chronological 
agreement required by their theory, 
between the variations of bank issues 
and those of prices, they have played 
such fantastic tricks with facts and 
dates as wnuld be thought incredible, 
if an eminent practical authority had 
not taken the trouble of meeting 
them, on the ground of mere history, 
with an elaborate exposure. I refer, 
as all conversant with the subject 
must be aware, to Mr. Tooke^s His- 
tory of Prices. The result of JMr. 
Tooke’s investigations was thus stated 
by himself, in his examination before 
the Commons Committee on the Bank 
Charter question in 1832 ; and the evi- 
dences of it stand recorded in his 
book: “ In point of fact, and histori- 
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cally, as as niy researches have 
gone, in every signal instance of a rise 
or fall of prices, the rise or fall has 
preceded, and therefore could not he the 
effect of, an enlargement or contrac- 
tion of the bank circulation.” 

The extravagance of the currency 
theorists, in attributing almost every 
rise or fall of pi-ices to an enlargement 
or contraction of the issues of bank 
notes, has raised up, by reaction, a 
theory the extreme opposite of the 
former, of which, in scientific discus- 
sion, the most prominent representa- 
tives are Mr. Tooke and Mr. Fnllarton. 
This counter- theory denies to bank 
notes, so long as their convertibility is 
maintained, any power whatever of 
raising prices, and to banks any power 
of increasing their circulation, except 
as a consequence of, and in proportion 
to, an increase of the business to be 
done. This last statement is supported 
by the unanimous assurances of all the 
country bankers who have been ex- 
amined before successive Parliamentary 
Committees on the subject. They all 
bear testimony that (in the words of 
Mr. Eullarton*) “ the amount of their 
issues is exclusively regulated hy the 
extent of local dealings and expendi- 
ture in their respective districts, fiuc- 
tuating with the fluctuations of produc- 
tion and price, and that they neither 
can increase their issues beyond the 
limits which the range of such dealings 
and expenditure prescribes, without 
the certainty of having their notes im- 
mediately returned to them, nor dimi- 
nish them, hut at an almost equal 
certainty of the vacancy being filled up 
from some other source.” From, these 
premises it is argued by Mr. Tooke 
and Mr. Fullarton, that hank issues, 
since they cannot he increased in 
amount unless there he an increased 
demand, cannot possibly raise prices ; 
cannot encourage speculation, nor oc- 
casion a commercial crisis ; and that 
the attempt to guard against. that evil 
hy an artificial management of the 
issue of notes, is of no effect for the 
intended purpose, and liable to produce 
other consequences extremely calami- 
tous. 

* Eegidatmt of Chirreneies, p. 85. 


§ 2, As much of this doctrine as 
rests upon testimony, and not upon in- 
ference, appears to me incontrovertibie. 
I give complete credence to the asser- 
tion of the country hankers, very clearly 
and correctly condensed into a small 
compass in the sentence just quoted 
from Mr. Fullarton. I am convinced 
that they cannot possibly increase their 
issue of notes in any other circum- 
stances than those which are there 
stated. I believe, also, that the theory, 
gi’ounded hy Mr. Fullarton upon this 
fact, contains a large portion of truth, 
and is far nearer to being the expres- 
sion of the whole truth than any ibnn 
whatever of the currency theory. 

There are two states of the markets: 
one which may be termed the quiescent 
state, the other the expectant, or 
speculative state. The first is that in 
which there is nothing tending to en- 
gender in any considerable portion of 
the mercantile public a desire to extend 
their operations. The' producers pro- 
duce and the dealers purchase only 
their usual stocks, having no expecta- 
tion of a more than usually rapid vent 
for them. Each person transacts his 
ordinaiy amount of business and no 
more, or increases it only in corre- 
spondence with the increase of his 
capital or connexion, or with the gra- 
dual growth of the demand for his 
commodity, occasioned hy the piihlic 
prosperity. Not meditating any un- 
usual extension of their own operations, 
producers and dealers do not need 
more than the usual accommodation 
from hankers and other money lenders ; 
and as it is only by extending their 
loans that hankers increase their issues, 
none hut a momentary augmentation 
of issues is in these Gircumstances 
possible. If at a certain time of the 
year a portion of the public have larger 
payments to make than at other times, 
or if an individual, under some peculiar 
exigency, requires an extra advance, 
they may apply for more bank notes, 
and obtain them ; hut the notes will n® 
more remain in circulation, than the 
extra quantity of Bank of England 
notes which are issued once in every 
three months in payment of the divi- 
dends. The person to . whom, after 
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being borrowed, tbe notes are paid 
away, lias no extra payments to make, 
and no peculiar exigency, and lie keeps 
tliem by him nnused, or sends them 
into deposit, or repays with tbem a 
previous advance made to bimbysome 
banker : in any case be does not buy 
commodities with them, since by tbe 
siipposition there is nothing to induce 
him to lay in a larger stock of com- 
modities than before. Even if we 
suppose, as we may do, that bankers 
create an artificial increase of tbe de- 
mand for loans, by offering them below 
tbe market rate of interest, tbe notes 
they issue will not remain in circula- 
tion ; for when tbe borrower, having 
completed tbe transaction for wbicb be 
availed himself of them, has paid them 
away, the creditor or dealer who re- 
ceives them, having no demand for the 
immediate use of an extra quantity of 
notes, sends them* into deposit. In 
this case, therefore, there can be no 
addition, at the discretion of bankers, 
to the general circulating medium; 
any increase of their issues either 
comes back to them, or remains idle in 
the hands of the public, and no rise 
takes place in prices. 

But there is another state of the 
markets, strikingly contrasted with the 
preceding, and to this state it is not so 
obvious that the theory of Mr. Tooke 
and Mr. Eullarton is applicable ; 
namely, when an impression prevails, 
whether well founded or groundless, 
that the supply of one or more great 
articles of commerce is likely to fall 
short of the ordinary consumption. In 
such cmcumstances all persons con- 
nected with those commodities desire 
to extend their operations. The pro- 
ducers or importers desire to produce 
or import a larger quantity, speculators 
desire to lay in a stock in order to 
profit by the expected rise of price, 
and holders of the commodity desire 
additional advances to enable them to 
continue holding. All these classes 
are disposed to make a more than 
ordinary use of their credit, and to this 
desire it is not denied that bankers 
very often unduly administer. Effects 
of the same kind may be produced by 
anything which, exciting more than 


usual hopes of profit, gives increased 
briskness to business : for example, a 
sudden foreign demand for commodities 
on a large scale, or the expectation of 
it; such as occurred on the opening of 
Spanish America to English trade, and 
has occuiTed on various occasions in 
the trade with the United States. 
Such occurrences produce a tendency 
to a rise of price in exportable articles, 
and generate speculations, 'sometimes, 
of a reasonable, and (as long as a large 
proportion of men in business prefer 
excitement to safety) frequently of an 
irrational or immoderate character, 
lu such cases there is a desire in the 
mercantile classes, or in some portion 
of them, to employ their credit, in a 
more than usual degree, as a power of 
purchasing. This is a sriite of business 
which, when pushed to an extreme 
length, brings on the revulsion called 
a commercm crisis ; and it is a known 
fact that such periods of speculation 
hardly ever pass off without having 
been attended, during some part of 
their progress, by a considerable in- 
crease of bank notes. 

To this, however, it is replied by 
Mr. Tooke and Mr. Eullaiton, that the 
increase of the circulation always fol- 
lows, instead of preceding, the rise of 
prices, and is not its cause, but its 
effect. That in the first place, the 
speculative purchases by which prices 
are raised, are not effected by bank 
notes hut by cheques, or still more 
commonly on a simple hook credit : and 
secondly, even if they were made with 
hank notes borrowed for that express 
purpose from hankers, the notes, after 
being used for that purpose, would, if 
not wanted for current transactions, be 
returned into deposit by the persons 
receiving them. In this 1 fully concur, 
and I regard it as proved, both scienti- 
fically and historically, that during the 
ascending period of speculation, and as 
long as it is confined to transactions 
between dealers, the issues of hank 
notes are seldom materially increased, 
nor contribute anything to the specula- 
tive rise of prices. It seems to me, 
however, that this can no longer be 
affirmed when speculation has pro- 
ceeded so far as to reach the producers. 
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Speculative orders given By merchants 
to manufacturers induce them to extend 
their operations, and to Become appli- 
cants to Bankers for increased advances, 
which, if made in notes, are not ;paid 
away to persons who return them into 
deposit, But are partially expended in 
paying wages, and pass into the va- 
rious channels of retail trade, where they 
become directly effective in producing 
a further rise of prices. I cannot but 
think that this employment of Bank 
notes must have been powerfully opera- 
tive on prices at the time when notes 
of one and two pounds value were per- 
mitted by law. Admitting, however, 
that the prohibition of notes below five 
pounds has now rendered this ppt of 
their operation comparativeljr insignifi- 
cant, by greatly limiting their applica- 
bility to the payment of wages, there 
is another form of their instrumentality 
which comes into play in the later 
stages of speculation, and which forms 
the principal argument of the more 
moderate supporters of the currency 
theory. Though advances By Bankers 
are seldom demanded for the purpose 
of buying on speculation, they are 
largely demanded by unsuccessful l 
speculators for the purpose of holding ! 
on; and the competition of these specu- 
lators for a share of the loanable capital, 
makes even those who have not specu- 
lated, more dependent than before on 
Bankers for the advances they require. 
Between the ascending period of specu- 
lation and the revulsion, there is an 
interval, extending to weeks and some- 
times months, of struggling against a 
fall. The tide having shown signs of 
turning, the speculative holders are 
unwilling to sell in a falling market, 
and in the meantime they require funds 
to enable them to fulfil even their ordi- 
nary engagements. It is this stage 
that is ordinarily marked by a con- i 
siderable increase in the amount of the ' 
bank note circulation. That such an | 
increase does usually take place, is 
denied by no one. And I think it must 
be admitted that this increase tends 
to prolong the duration of the specula- 
tions; that it enables the speculative 
prices to be kept up for some time after 
they would otherwise have collapsed; 


and therefore prolongs and increases 
the drain of the ;^recious metals for 
exportation, which is a leading feature 
of this stage in the progress of a com- 
mercial crisis: the continuance of 
which drain at last endangering the 
power of the banks to fulfil their en- 
gagement of paying their notes on 
demand, they are compelled to contract 
their credit more suddenly and severely 
than would have Been necessary if they 
had been prevented from propping up 
speculation by increased advances, after 
the time when the recoil had become 
inevitable. 

§ 3. To prevent this retardation of 
the recoil, and ultimate aggravation of 
its severity, is the object of the scheme 
for regulating the currency, of which 
Lord Overstone, Mr. Norman, and 
Colonel Torrens, were the first pro- 
mulgators, and which has, in a slightly 
modified form, Been enacted into law.^ 

* I think myself justified in affirming that 
the mitigation of commercial revulsions is 
the real, and only serious, purpose of the Act 
of 1844. I am quite aware that its sup- 
porters insist (especially since 1847) on its 
supreme efficacy in “maintaining the con- 
vertibility of the Bank note.'* But I must 
be e.x:cused for not attaching any serious im- 
portance to this one among its alleged merits. 
The convertibility of the Bank note was 
maintained, and would have continued to he 
maintained, at w-hatever cost, under the old 
system. As was well said by Lord Over- 
stone in his Evidence, the Bank can always, 
hy a sufficiently violent action on credit, 
save itself at the expense of the mercantile 
public. That the Act of 1844 mitigates the 
violence of that process, is a sufficient claim 
to prefer in its behalf. Besides, if we sup- 
pose such a degree of mismanagement on the 
part of the Bank, as, were it not for the Act, 
would endanger the continuance of con- 
vertibility, the same (or a less) degree of 
mismanagement, practised under the Act, 
would suffice to produce a suspension of 
payments hy the Banking Department ; an 
event which the compulsory separation of 
the two departments brings much nearer to 
possibility than it was before, and which, 
involving as it would the pi’obable stoppage 
of every private banking establishment in 
London, and perhaps also the non-payment 
of the dividends to the national creditor, 
would be a far greater immediate calamity 
than a brief interruption of the converti- 
bility of the note ; insomuch that, to enable 
the Bank to resume payment of its deposits, 
no Government would hesitate a moment to 
suspend payment of the notes, if suspension 
of the Act of 1844 proved insufficient. 
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Accordieg to tlie sclieine in its origi- 
nal pnrity, the issue of promissory- 
notes for circulation was to be confined 
to one body. In the form adopted by 
Parliament, all existing issuers were 
permitted to retain this privilege, hut 
none were to be thereafter admitted to 
it, even in the place of those who might 
discontinue their issues: and, for all 
except the Bank of England, a maxi- 
mum of issues was prescribed, on a 
scale intentionally low. To the Bank 
of England no maximnm was fixed for 
the aggregate amount of its notes, but 
only for the portion issued on securi- 
ties, or in other words, on loan. These 
were never to exceed a certain limit, 
fixed in the first instance at fourteen 
millions.'*' All issues beyond - that 
amount must he in exchange for bul- 
lion; of which the Bank is bound to 
purchase, at a trifle below the Mint 
valuation, any (Quantity which is offered 
to it, giring its notes in exchange. In 
regard, therefore, to any issue of notes 
beyond the limit of fourteen millions, 
the Bank is purely passive, having no 
function but the compulsoiy one of 
giving its notes for gold at Bl. 17s. 9d., 
and gold for its notes at Bl. 17s. lO^d., 
whenever and by whomsoever it" is 
called upon to do so. 

The object for which this mechanisin 
is intended is, that the, hank note cur- 
rency, may vary in its amount at the 
exact times, and in the exact degree, 
in which a purely metallic currency 
would vary. And the precious metals 
being the commodity that has hitherto 
approached nearest to that invariability 
in all the circumstances influencing 
value, which fits a commodity for being 
adopted as a medium of exchange, it 
seems to be thought that the excel- 
lence of the Act of 1844 is fully made 
out, if under its operation the issues 
conform in all their variations of quan- 

* A conditional increase of this maximum 
is permitted, hut only when by arrangement 
with any country bank the issues of that 
bank are discontinued, and Bank of England 
notes substituted; and even then the in- 
crease is limited to two-thirds of the amount 
of the country notes to be thereby superseded. 
Under this proviinon, the amount of notes 
which the Bank of England is now at 
liberty to issue against securities, is rather 
under fourteen and a half millions. 


tity, aud therefore, as is inferred, of 
value, to the variations which would 
take place in a currency wholly me- 
tallic. 

Xow, all reasonable opponents of 
the Act, in common with its sup- 
porters, acknowledge as an essential 
requisite of any substitute for Ihe- 
precious metals, that it should con- 
form exactly in its permanent value 
to a metallic standard. And they say, 
that so long as it is convertible into 
specie on demand, it does and must so- 
conform. But when the value of a 
metallic or of any other currency is 
spoken of, there are two points to he 
considered; the peimanent or a-verage 
value, and the fluctuations. It is to- 
the permanent value of a metallic 
currency, that the value of a paper- 
currency ought to conform. But there 
is no obvious reason why it should be 
required to conform to the fluctuations 
too. The only object of its conform- 
ing at all, is steadiness of value ; and 
with respect to fluctuations the sole 
thing desirable is that they should he 
the smallest possible. Now the fluctu- 
ations in the value of the currency 
are determined, not by its quantity^ 
whether it consist of gold or of paper, 
but by the expansions and contractions 
of credit. To discover, therefore, what 
currency will conform the most nearly 
to the permanent value of the precious 
metals, we must find under what cur- 
rency the variations in credit are least 
frequent and least extreme. Now, 
whether this object is. best attained 
by a metallic currency (and therefore 
by a paper currency exactly conform- 
ing in quantity to it) is precisely the 
question to be decided. If it should 
prove that a paper currency which 
follows all the fluctuations in q-uantity 
of a metallic, leads to more violent re- 
vulsions of credit than one which is 
not held to this rigid conformity, it 
will follow that the currency which 
agrees most exactly in quantity -with 
a metallic currency is not that which 
adheres closest to its value ; that is to 
say, its permanent value, with which 
alone agreement is desirable. 

Whether this is really the case or 
not we will now inquire. And first, 
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let Tis consider wlietlier tlie Act effects 
the practical object chiefly relied on 
in its defence hy the more sober of its 
advocates, that of arresting specula- 
tive extensions of credit at an earlier 
period, with a less drain of gold, and 
consequently by a milder and more 
gradual process. I think it must be 
admitted that to a certain degree it is 
successful in this object. 

I am aware of what may be^ urged, 
and reasonably urged, in opposition to 
this opinion. It may be said, that 
when the time arrives at which the 
hanks are pressed for increased ad- 
vances to enable speculators to fulfil 
their engagements, a limitation of the 
issue of notes will not prevent the 
banks, if otherwise willing, from mak- 
ing these advances ; that they have 
still their deposits as a source from 
which loans may he made beyond the 
point wduch is consistent with pru- 
dence as bankers; and that even if 
they refused to do so, the only effect 
would he, that the deposits themselves 
would he drawn out to supply the 
wants of the depositors ; which would 
be just as much an addition to the 
bank notes and coin in the hands of 
the public, as if the notes themselves 
were increased. This is true, and is a 
sufficient answer to those who think 
that the advances of hanks to prop up 
failing speculations are objectionable 
chiefly as an increase of the currency. 
But the mode in which they are really 
objectionable, is as an extension of 
credit. If, instead of increasing^ their 
discounts, the hanks allow their de- 
posits to be drawn out, there is the 
same increase of currency (for a short , 
time at least) hut there is not an in- 
crease of loans, at the time when there 
ought to be a diminution. If they do 
increase their discounts, not by means 
of notes, hut at the expense of the 
deposits alone, their deposits (properly 
so called) are definite and exhaustible, 
while notes may he increased to any 
amount, or, after being returned, may 
he reissued without limit. It is true 
that a bank, if willing to add inde- 
finitely to its liabilities, has the power 
of making its nominal deposits as un- 
linaited a fund as its issues could he; 


it has only to make its advances in 
a hook credit, which is creating de- 
posits out of its own liabilities, the 
money for which., it has made jtself 
responsible becoming a deposit in its 
hands to be drawn against by cheques 
and the cheques, when drawn, may he 
liquidated (either at the same bank 
or at the clearing house) without the 
aid of notes, hy a mere transfer of 
credit from one account to another. 

I apprehend it is chiefly in this way 
that undue extensions of credit, in 
periods of speculation, are commonly 
made. But the hanks are not likely 
to persist in this course when the tide . 
begins to turn. It is not when their 
deposits have already begun to flow 
out, that they are likely to create 
deposit accounts which represent, 
instead of funds placed in their hands, 
fresh liabilities of their own. But 
experience proves that extension of 
credit in the form of notes goes on long 
after the recoil from over-speculation ‘ 
has commenced. When this mode of 
resisting the revulsion is made impos- 
sible, and deposits and book credits are 
left as the only source from which 
undue advances can he made, the rate 
of interest is not so often, or so long, 
prevented from rising, after the diffi- 
culties consequent on excess of specu- 
lation begin to he felt. On the con- 
trary, the necessity which the banks 
feel of diminishing their advances to 
maintain their solvency, when they 
find their deposits flowing out, and 
cannot supply the vacant place hy 
their own notes, accelerates the lise 
of the rate of interest. ' Speculative 
holders are therefore obliged to sub- 
mit earlier to that loss hy resale, 
which could not have been prevented 
from coming on them at last : the 
recoil of prices and collapse of general 
credit take place sooner. 

To appreciate the effect which this 
acceleration of the crisis has iff miti- 
gating its intensity, let us advert 
more particularly to the nature and 
effects of that leading feature in the 
period just pi*eceding^ the collapse, the 
drain of gold. A rise of prices pro- 
duced by a speculative extension of 
credit, even when bank notes have not 
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been tbe instrument, is not tbe less 
effectual (if it lasts long enongb) in 
turning the exchanges : and when the 
exchanges have turned from this cause, 
they can only he turned hack, and the 
drain of gold stopped, either by a fall 
of prices or by a rise of the rate of 
interest, ^ A fall of prices will stop it 
hy removing the cause which produced 
it, and by rendering goods a more ad- 
vantageous remittance than gold, even 
for paying debts already due. A rise 
of the rate of interest, and consequent 
fall of the prices of securities, will 
accomplish the purpose still more ra- 
pidly, by inducing foreigners, instead 
of taking away the gold which is due 
to them, to leave it for investment 
within the country, and even send 
gold into the country to take ad- 
vantage of the increased rate of in- 
terest. Of this last mode of stopping 
a drain of gold, the year 1847 afforded 
signal examples. But until one of 
these two things takes place—until 
either prices fall, or the rate of 
interest rises— nothing can possibly 
arrest, or even- moderate, the efflux of 
gold. Now, neither will prices fall 
nor interest rise, so long as the un- 
duly expanded credit is upheld by the 
continued advances of bankers. It is 
well known that when a drain of gold 
has set in, even if hank notes have 
not increased in quantity, it is upon 
them that the contraction first falls, 
the gold wanted for exportation being 
always obtained from the Bank of 
England in exchange for its notes. 
But under the system which pre- 
ceded 1844, the Bpk of England, 
being subjected, in common^ with 
other banks, to tlie importunities for 
fresh advances which are character- 
istic of such a time, could, and often 
did, immediately re-issue the notes 
which had been returned to it in 
exchange for bullion. It is a great 
error, certainly, to suppose that the 
mischief of this re-issue chiefly con- 
sisted in preventing a contraction of 
the cuirency. It was, however, quite 
as mischievous as it has ever been 
supposed to be. As long as it lasted, 
the efflux of gold could not cease, 
since neither would prices fall nor 


interest rise while these advances con- 
tinued. Brices, having risen without 
any increase of hank notes, could well 
have fallen without a diminution of 
them ; hut having risen in conse- 
quence of an extension of credit, they 
could not fall without a contraction of 
it. As long, therefore, as the Bank of 
England ^ and the other hanks per- 
severed in this course, so long gold 
continued to flow out, until so little 
was left that the Bank of England, 
being in danger of suspension of pay- 
ments, was compelled at last to con- 
tract its , discounts so greatly and 
suddenly as to produce a much more 
extreme variation in the rate of in- 
terest, inflict much greater loss and 
distress on individuals, and destroy a 
much greater amount of the ordinary 
credit of the country, than any real 
necessity required. 

I acknowledge, (and the experience 
of 1847 has proved to those who over- 
looked it before,) that the mischief 
now described, may he wrought, and 
in large measure, by the Bank of 
England, through its deposits alone. 
It may continue or even increase its 
discounts and advances, when it ought 
to contract them ; with the ultimate 
effect of making the contraction much 
more severe and sudden than neces- 
sary. I cannot hut think, however, 
that hanks which commit this error 
with their deposits, would commit it 
still more if they were at liberty to 
make increased loans with their issues 
as well as their deposits. I am com- 
pelled to think that the being re- 
stricted from increasing their issues, is 
a real impediment to their making 
those advances which arrest the tide 
at its turn, and make it rush like a 
torrent afterwards : and when the Act 
is blamed for interposing obstacles at 
a time when not obstacles but facilities 
are needed, it must in justice receive 
credit for interposing them when they 
are an acknowledged benefit. In this 
particular, therefore, I think it cannot 
1)6 denied, that the new system is a 
real improvement upon the old. 

§4. But however this may he, it 
seems to me certain that these ad- 
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vantages, whatever value may be 
put on them, are purchased by still 
greater disadvantages. 

In the first place, a large extension 
of credit by bankers, though most 
hurtful when, credit being already in 
an inflated state, it can only serve to 
retard and aggravate the collapse, is 
most salutary when the collapse has 
come, and when credit instead of being 
in excess is in distressing deficiency, 
and increased advances by bankers, 
instead ■ of being an addition to the 
ordinary amount of floating credit, 
serve to replace a mass of other credit 
which has been suddenly destroyed. 
Antecedently to 1844, if the Bank of 
England occasionally aggravated the 
severity of a 'commercial revulsion by 
rendering the collapse of credit more 
tardy and thence more violent than 
necessary, it in return rendered in- 
valuable services during the revulsion 
itself, by coming forward with ad- 
yances to support solvent firms, at a 
time when all other paper and almost 
all mercantile credit had become com- 
paratively valueless. This service was 
eminently conspicuous in the ciisis of 
'1825-^6, the severest probably ever 
experienced ; dunng which the Bank 
increased what is called its circula- 
tion by many millions, in advances to 
those mercantile firms of whose ulti- 
mate solvency it felt no doubt ; ad- 
vances which if it had been obliged to 
withhold, the severity of the crisis 
would have been still greater than it 
was. If the Bank, it is justly re- 
marked by Mr. Fullarton,* complies 
with such applications, “ it must 
comply with them by an issue of notes, 
for notes constitute the only instru- 
mentality through which the Bank is 
in the practice of lending its credit. 
But those notes are not intended to 
circulate, nor do they circulate. There 
is no more demand for circulation than 
there was before. On the contrary, 
the rapid decline of prices which the 
case in supposition presumes, would 
necessarily contract the demand for 
circulation. The notes would either 
be returned to the Bank of England, 
as fast as they were issued, in the 
♦P.106. 
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shape of deposits, or would be locked up 
in the drawers of the private London 
bankers, or distributed by them to 
their correspondents in the ^country, 
or intercepted by other capitalists, who, 
during the fervour of the previous 
excitement, had contracted liabilities 
which they might be imperfectly pre- 
pared on the sudden to encounter. In 
such emergencies, every man con- 
, nected with business, who has been 
trading bn other means than his own, 
is placed on the defensive, and his 
whole object is to make himself as 
strong as possible, an object which 
cannot be more efifectiially answered 
than by keeping hy him as large a 
reserve as possible in paper which the 
law has made a legal tender.^ The 
notes themselves never find their way 
into the produce market ; and if they 
at all contribute to retard” (or, as I 
should rather say, to moderate) *Hhe 
fall of prices, it is not by promoting in 
the slightest degree the effective de- 
mand for commodities, not by enabling 
consumers to buy more largely for 
consumption, and so giving briskness 
to commerce, but by a process pre- 
cisely the reverse, by enabling the 
holders of commodities to hold on, hy 
I obstructing traflSc and repressing con- 
sumption.” 

The opportune relief thus afforded to 
credit, during the excessive contraction 
which succeeds to an undue expansio;a, 
is consistent with the principle of the 
new system ; for’ an extraordinary con- 
traction of credit, and fall of prices, 
inevitably draw gold into the country, 
and the principle of the system is that 
the bank-note currency shall he per- 
mitted, and even compelled, to enlarge 
itself, in all cases in which a metallic 
currency would do the same. But, 
what the principle of the law would 
encourage, its provisions in this in- 
stance preclude, hy not suffering the 
increased issues to take place until the 
gold has actually arrived; which is 
never until the worst part of the crisis 
is past, and almost all the losses and 
failures attendant on it are consum- 
mated. The machinery of the system 
withholds, until for many purposes it 
comes too late, the very medicine 

b D 
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wliicli tlie theory of the system pre- 
SGribes as the appropriate remedy.* 

This function of banks in filling up 
the gap made in mercantile credit by 
the oonsecjiiiences of nndne speculation 
and its revulsion, is so entirely indis- 
pensable, that if the Act of 1844 con- 
tinues unrepealed, there can he no 
difficulty in foreseeing that its pro- 
visions must be suspended, as they 
were in 1847, in every period of great 
commercial difficulty, as soon as the 
crisis has really and completely set in.f 
Were this all, there would he no abso- 
lute inconsistency in maintaining the 
restriction as a means of preventing a 
crisis, and relaxing it for the purpose 
of relieving one. But there is another 
objection, of a still more radical and 
comprehensive Character, to the new 
system. 

Professing, in theory, to require that 
a paper cun'ency shall vary in its 
amount in exact confonnity to the 
variations^ of a metallic currency, it 
provides, in fact, that in every case of 
an efflux of gold, a corresponding dimi- 
nution shall take place in the quantity 
of bank notes ; in other words, that 
every exportation of the precious 
metals shall be virtually drawn from 
the circulation ; it being assumed that 
this would he the case if the currency 
were wholly metallic. This theory, 
and these practical arrangements, are 
adapted to the case in which the drain 
of gold originates, in a rise of prices 
produced by an undue expansion of 
currency or credit; hut they are 
adapted to no case beside. 

When the efflux of gold is the last 

* True, the Bank is not precluded from 
making increased advances from its deposits, 
which are likely to be of unusually large 
amount, since, at these periods, every one 
leaves his money in deposit in order to have 
it within call. But, that the deposits are not 
always sufficient, was conclusively proved in 
1847, when the Bank stretched to the very 
utmost the means of relieving commerce 
wlxich its deposits adfitbvcled, without allaying 
the panic, which however ceased at once 
when the Government decided on suspending 
the. Act. 

t This prediction was verified on the very 
next occurrence of a commercial crisis, in 
1857 ; when Government were again under 
the necessity of suspending, on their own re^ 
sponsibility, the provisions of tlie Act. 


stage of a series of effects arising from 
an increase of the currency, or from an 
expansion of credit tantamount in its 
efiect bn j)rices to an increase of cur- 
rency, it is in that case a fair assump- 
tion that in a purely metallic system 
the gold exported would be drawn from 
the currency itself ; because such a 
drain, being in its nature unlimited, 
will necessarily continue as long as 
currency and credit , are undiminisliecL 
But an exportation of the precious 
metals often arises from no causes 
affecting currency or credit, but simply 
from an unusual extension of foreign 
pajnments, arising either from the state 
of the markets for commodities, or from 
some circumstance not commercial. 
In this class of causes, four, of power- 
ful operation, are included, of each of 
which the last fifty years of English 
history afford repeated instances. The 
first is that of an extraordinary foreign 
expenditure by government, either 
political or military ; as in the revolu- 
tionary war, and, as long as it lasted, 
during the late war with Eussia. The 
second is the case of a large exporta- 
tion of capital for foreign investment ; 
such as the loans and mining opera- 
tions which partly contributed to the 
crisis of 1825, and the American 
speculations which were the principal 
cause of the crisis of 1839. The third 
is a failure of crops in the ^ countries 
which supply the raw material of im- 
portant manufactures; such as the 
cotton failure in America, which com- 
pelled England, in 1847, to incur un- 
usual liabilities for the purchase of 
that commodity at an advanced price. 
The fourth is a had harvest, and a 
great consequent importation of food ; 
of which the years 1846 and 1847 pre- 
sented an example surpassing all ante- 
cedent experience. 

In none of these cases, if the cur- 
rency were metallic, would the gold or 
silver exported for the pui^poses in 
question be necessarily, or even pro- 
bably, drawm wholly from the circula- 
tion. It would he drawn from the 
hoards, which under a metallic cur- 
rency always exist to a very large 
amount ; in uncivilized countries, in 
the hands of all who can afford it; in 
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^ji-vilized countries cliiefly in tlae form 
of bankers’ reserves. Mr. -Tooke, m 
bis “ Inquiry into tlie CuiTency Prin- 
ciple,” bears testimony to this fact ; 
but it is to blr. Fullarton that the 
public are indebted for the clearest and 
most satisfactory elucidation of it. As 
I am not aware that this part of the 
theory of currency has been set forth 
by any other writer with anything like 
the same degree of completeness, 1 
shall quote somewhat largely from this 
able production. 

*‘No person who has ever resided in 
an Asiatic country, where hoarding is 
carried on to a far larger extent in 
proportion to the existing stock of 
wealth, and where the practice has 
become much more deeply engi-afted 
in the habits of the people, by tradi- 
tionary apprehensions of insecurity and 
the dimculty of finding safe and remu- 
nerative investments, than in any 
European community — ^no person who 
has had personal experience of this 
state of society, can be at a loss to re- 
collect innumerable instances ^of large 
metallic treasures extracted in times 
of pecuniary difficulty from the coffers 
of individuals by the temptation of a 
high rate of interest, and brought in 
aid of the public necessities, nor, on 
the other hand, of the facility with 
which those treasures have been ab- 
sorbed again, when the inducements 
which had drawn them into light were 
no longer in operation. In countries 
more advanced in civilization and 
wealth than the Asiatic principalities, 
and where no man is in fear of attract- 
ing the cupidity of power by an exter- 
nal display of riches, but where the 
interchange of commodities is still 
almost universally conducted through 
the medium of a metallic circulation, 
as is the case with most’ of the com- 
mercial countries on the Continent of 
Europe, the motives for amassing the 
precious metals, may he less powerful 
than in the majority of Asiatic princi- 
alities ; hut the ability to accumulate 
eing more widely extended, the abso- 
lute quantity amassed will he found 
probably to bear a considerably larger 
.proportion to the population. ^ In 
* It is known, from unquestionable facts, 


those states which lie exposed to hos- 
tile invasion, or whose social condition 
is unsettled and menacing, the motive 
indeed must still he very strong ; and 
in a nation carrying on an extensive 
commerce, both foreign and internal, 
without any considerable aid from any 
of the hanHng substitutes for money, 
the reserves of gold and silver indis- 
pensably required to secure the regu- 
larity of payments, must of themselves 
engross a share of the circulating coin 
which it would not be easy to estimate. 

“In this country, where the banking 
system has been carried to an extent 
and perfection unknown in any other 
art of Europe, and may be said to 
ave- entirely superseded the use of 
coin, except for retail dealings and the 
purposes of foreign commerce, the in- 
centives to private hoarding exist no 
longer, and the hoards have all been 
transferred to the banks, or rather, I 
should say, to the Bank of England. 
But in France, where the bank-note 
circulation is still comparatively 
limited, the 'quantity of gold and silver 
coin in existence I find now currently 
estimated, on what are described as the 
latest authorities, at the enonnous sum 
of 120 millions sterling; nor is the esti- 
mate at all at variance with the rea- 
sonable probabilities of the case. Of 
this vast treasure there is every reason 
to presume that a very large proportion, 
probably by much the greater part, is 
absorbed in the hoards. If you present 
for payment a hill for a thousand 
francs to a French banker, he brings 
you the silver in a sealed bag from his 
strong room. And not the banker only, 
but every merchant and trader, ac- 
cording to his means, is under the 
necessity of keeping by him a stock of 
cash sufficient not only for his ordinary 
disbursements, hut to meet any unex: 
pected demands. That the quantity 
of specie accumulated in these innu- 

that the hoards of money at all times existing 
in the hands of the French peasantry, often 
from a remote date, surpass any amount 
which could have been imagined possible; 
and even in so poor a country as Ireland, it 
has of late been ascertained, that the small 
farmers sometimes possess hoards qxiite dis- 
proportioned to their visible means of sub- 
sistence. 
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meraHe depots, not in Prance only, but 
all over tlie Continent, where banking 
institutions are still either entirely 
wanting or very imperfectly organized, 
is not merely immense in itself, but 
admits of being largely drawn upon, 
and transferred even in vast .masses 
from one country to another, with very 
little, if any, effect on prices, or other 
material derangements, we have had 
some remarkable proofs : ” among 
others, “ the signal success which at- 
tended the simultaneous efforts of some 
of the principal European powers 
(Russia, Austria, Prussia, Sweden, and 
Denmark) to replenish their treasuries, 
and to replace with coin a considerable 
portion of the depreciated paper which 
the necessities of the war had forced 
upon them, and this at the very time 
when the available stock of the pre- 
cious metals over the world had been 
reduced by the exertions of England to 
recover her metallic currency. . . . . 
There can he no doubt that these com- 
bined operations were on a scale of 
vei’y extraordinary magnitude, that 
they were accomplished without any 
sensible injury to commerce or public 
prosperity, or any other effect than 
some temporary derangement of the 
exchanges, and that the private hoards 
of treasure accumulated throughout 
Europe during the war must have been 
the principal source from which all 
this gold and silver was collected! And 
no person, I think, can fairly contem- 
plate the vast superflux of metallic 
wealth thus proved to be at all times 
in existence, and, though in a dormant 
and inert state, always ready to spring 
into activity on the first indication of a 
sufficiently intense demand, withont 
feeling themselves compelled to admit 
the possibility of the mines being even 
shut up for years together, and the 
production of the metals altogether 
suspended, while there might be scarcely 
a perceptible alteration in the ex- 
changeable value of the metal.” * 

Applying this to the currency doc- 
trine and its advocates, “one might 
imagine,” says Mr. Eullarton,+ “ that 

* Fullarton on the Hegulation qfOmrmcieSt 
pp. 71-4. 

tlb.pp.l39— 42. 


they supposed the gold which is drained 
off for exportation from a country 
using a currency exclusively metallic, 
to he collected by driblets at tbe fairs 
and markets, or from the tills of the 
grocers and mercers. They never even 
allude to the existence of such a thing 
as a great hoard of the metals, though 
upon the action of the hoards depends 
the whole economy of international 
payments between specie-circulating 
communities, while any operation of 
the money collected in. hoards upon 
prices must, even according to the 
cun-ency hypothesis, be wholly impos- 
sible. We know from experience what 
enormous payments in gold and silver 
specie-circulating countries are capable, 
at times, of making, without the least 
disturbance of their internal pro- 
sperity; and whence is it supposed 
that these payments come, hut from 
their hoards ? Let us think how the 
money market of a country transacting 
all its exchanges through the medium 
of the precious metals only, would be 
likely to he affected by the necessity of 
making a foreign payment of several 
millions. Of course the necessity 
could only he satisfied by a transmis- 
sion of capital; and would not the 
competition for the possession of capi- 
tal for transmission which the occasion 
would call forth, necessarily raise the 
market rate of interest ? If the pay- 
ment was to he made by the govern- 
ment, would not the government, in all 
probability, have to open a new loan 
on terns more than usually favourable 
to the lender ?” If made by merchants, 
would it not he drawn either from the 
deposits in hanks, or from the reserves 
which merchants keep by them in de- 
fault of hanks, or would it not oblige 
them to obtain the necessary amount 
of specie by ‘going into the money 
market as borrowers ? ‘ ‘ And would 

not all this inevitably act upon the 
hoards, and draw forth into activity a 
portion of the gold and silver which 
the money-dealers had been accumu- 
lating, and some of them with the 
express view of watching such oppor- 
tunities for turning their treasures to 
advantage ? . . . . 

“ To come to the present time 
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[1844J, the balance of payments witli 
nearly all Europe has for about four 
years past been in favour of this coun- 
try, and gold has been pouring in till 
the influx amounts to the unheard-of 
sum of about fourteen millions sterling. 
STet in all this time, has any one heard 
a complaint of any serious suffering in- 
flicted on the people of the Continent? 
Have prices there been greatly de- 
pressed beyond their range in this 
country ? Have wages fallen, or have 
merchants been extensively ruined by 
the universal depreciation of their 
stock? There has occurred nothing 
of the kind. The tenor of commercial 
and monetary affairs has been every- 
where even and tranquil; and in 
Prance more particularly, an improving 
revenue and extended commerce bear 
testimony to the continued progress of 
internal prosperity. It maybe doubted, 
indeed, if this great efflux of gold has 
withdrawn from that portion of the 
metallic wealth of the nation which 
really circulates, a single napoleon. 
And it has been equally obvious, from 
the undisturbed state of credit, that 
not only has the supply of specie indis- 
pensable for the conduct of business in 
the retail market been all the while 
uninterrupted, hut that the hoards 
have continued to furnish every facility 
requisite for the regularity of mercan- 
tile payments. It is of the very 
essence of the metallic system, that 
the hoards, in all cases of probable 
occurrence, should be equal to both 
objects ; tbat they should, in the first 
place, supply the bullion demanded for 
exportation, and in the next place, 
should keep up the home circulation to 
its legitimate complement. Every man 
trading under that systeni, who, in the 
course of his business, may have fre- 
quent occasion to remit large sums in 
specie to foreign countries, must either 
keep by him a sufficient treasure of his 
own or must have the means of bor- 
rowing enough from his neighbours, 
not only to make up when wanted the 
amount of his remittances, but to en- 
able him, moreover, to carry on his 
ordinary transactions at home without 
interruption.” 

In a country in which credit is 


carried to so great an extent as in 
England, one great reserve, in a single 
establishment, the Bank of England, 
supplies the place, as far as the pre- 
cious metals are concerned, of the naul- 
titudinous reserves of other countries^ 
The theoretical principle, therefore, of 
the currency doctrine would require, 
that all those drains of the metal, 
which, if the currency were purely 
metallic, would he taken from the 
hoards, should he allowed to operate 
freely upon the reserve in the coffers of 
the Bank of England, without any 
attempt to stop it either by a diminu- 
tion of the currency or by a contraction 
of credit. Nor to this would there he 
any well-grounded objection, unless the 
drain were so great as to threaten the 
exhaustion of the reserve, and a con- 
sequent stoppage of payments ; a 
danger against which it is possible to 
take adequate precautions, because in 
the cases which we are considering, 
the drain is for foreign payments of 
definite amount, and stops of itself as 
soon as these are effected. And in all 
systems it is admitted that the habi- 
tual reserve of the Bank should exceed 
the utmost amount to which experience 
warrants the belief that such a drain 
may extend ; which extreme limit 
Mr. Fullarton affirms to be seven 
millions, but Mr. Tooke recommends 
an average reserve of ten, and in his 
last publication, of twelve millions. 
Under these circumstances, the habi- 
tual reserve, which would never he em- 
ployed in discounts, but kept to be paid 
out exclusively in excbange for cheques 
or bank notes, would be sufficient for a 
crisis of this description ; which there- 
fore would pass off without having its 
difficulties ’ increased by a contraction 
either of credit or of the circulation. 
But this, the most advantageous 
denoneinent that the case admits of, 
and not only consistent with, but re- 
quired by, the professed principle of 
the system, the panegyrists of the 
system claim for it as a great merit 
that it prevents. They boast, that on 
the first appearance of a drain for ex- 
portation, {whatever may he its cause, 
and whether under a metallic currency 
it would involve a contraction of credit; 
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or not) tTie Bank is at once obliged to 
curtail its advances. And this, be it 
remembered, when there has been no 
speculative rise of prices which it is 
indispensable to correct, no unusual 
extension of credit requiring contrac- 
tion ; but the demand for gold is solely 
occasioned by foreign payments on 
account of government, or large corn im- 
portations consequent on a had harvest. 

Even supposing that the reserve is 
insufficient to meet the foreign pay- 
ments, and that the means wherewith 
to make them have to he taken from 
the loanable capital of the country, the 
consequence of which is a rise of the 
rate of interest : in such circumstances 
some pressure on, the money market is 
unavoidahle ; hut that pressure is much 
increased in severity by the separation 
of the hanking from the issue depaii- 
ment. The case is generally stated as 
if the Act only operated in one way, 
namely, by preventing the Bank, when 
it has parted with (say) three millions 
of bullion in exchange for three millions 
of its notes, from again lending those 
notes, in discounts or other advances. 
But the Act really does much more 
than this. It is well known, that the 
first operation of a drain is always on 
the banking department. The bank 
deposits constitute the bulk of the unem- 
ployed and disposable capital of the 
country ; and capital wanted for foreign 
payments is almost always obtained 
mainly by drawing out deposits. Sup- 
posing three millions to he the amount 
wanted, three millions of notes are 
drawn from the hanking department 
(either directly or through the private 
bankers, who keep the bulk or their 
reserves with the Bank of England), 
and the throes' millions of notes, thus 
obtained, are presented at the Issue 
Bepartment, and exchanged against 
gold for exportation. Thus a drain 
upon the country at large of only three 
millions, is a drain upon the Bank vir- 
tually of six millions. The deposits 
have lost three millionSj and the re- 
serve of the Issue Department has lost 
an equal amount. As the two depart- 
mente, so long as the Act remains in 
operation, cannot even in the utmost 
extremity help one another, each must 


take its separate precautions for its- 
own safety. Whatever measures, there- 
fore, on the part of the Bank, would 
have been required under tbe old system 
by a drain ot six millions, are now ren- 
dered necessary by a drain only of 
three. The Issue Department protects- 
itself in the manner prescribed by the 
Act, by not re-issuing the three mil- 
lions of notes which have been returned 
to it. But the Banking Department 
must take measmes to replenish its. 
reserve, which has been reduced by 
three millions. Its liabilities having- 
also decreased three millions, by the 
loss of that amount of deposits, tbe re- 
serve, on the ordinary banking principle 
of a third of the liabilities, will hear A 
reduction of one million. But the 
other two millions it must procure by 
letting that amount of advances run 
out, and not renewing them. Not 
only must it raise its rate of inte- 
rest, hut it must effect, by whatever- 
means, a diminution of two millions in 
the total amount of its discounts, or it 
mnst sell securities to an equal amount.. 
This violent action on the money mar- 
ket for the purpose of replenishing the 
Banking reserve, is wholly occasioned 
by the Act of 1844 . If the restrictions: 
of that Act did not exist, the Bank, 
instead of contracting its discounts,, 
would simply transfer two millions, 
either in gold or in notes, Ifrom the 
Issue to the Banking Department ; not 
in order to lend them to the pubhe, but 
to secure the solvency of the Banking 
Department in the event of further un- 
expected demands by the depositors. 
And unless the drain continued, and 
reached so great an amount as to seem 
likely to exceed the whole of the gold 
in the reserves of both departments, 
the Bank would be under no necessity, 
while the pressure lasted, of withhold- 
ing from commerce its accustomed 
amount of accommodation, at a rate of 
interest corresponding to the increased 
demand.* 

* This, which I have called “ the double 
action of drains,” has been strangely under- 
stood as if I had asserted that the Bank . 
is compelled to part with six millio/is’ worth 
of property by a drain of three millions. 
Such an assertion would be too absurd to 
require any refutation. Drains have a. 
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I am aware it will be said that by 
allowing drains of tbis character to 
operate freely upon the Bank reserve 
until they cease of themselves, a con- 
traction of the currency and of credit 
would not be prevented, but- only post- 
poned ; since if a limitation of issues 
were not resorted to for the purpose of 
checking the drain in its commence- 
ment, the same or a still greater limi- 
tation must take place afterwards, in 
order, by acting on prices, to bring back 
this large quantity of gold, for the in- 
dispensable purpose of replenishing the 
Bank reserve. But in this argument 
several things are overlooked. In the 
first place, tbe gold might be brought 
hack, not by a fall of prices, but by the 
much more rapid and convenient me- 
dium of a rise of the rate of interest, 
involving no fall of any prices except 
the prices of securities. Either Eng- 
lish securities would be bought on 
account of foreigners, or foreign secu- 
rities held in England would be sent 
abroad for sale, both which operations 
took place largely during the mercan- 

double action, not upon the pecuniary posi- 
tion of the Bank itself, but upon the 
measures it is forced to take in order to stop 
the drain. Though the Bank itself is no 
poorer, its two reserves, the reserve in the 
banking department and the reserve in the 
issue department, have each been reduced 
three millions by a drain of only three. And 
as tbe separation of the departments renders 
it necessary that each of them separately 
should be kept 'as strong as the two together 
need he if they could help one another, the 
Bank’s action on the money market must he 
as violent on a drain of three millions, as 
would have been required on the old system 
for one of six. The reserve in the banking 
department being less than it otherwise 
would be by the entire amount of the bul- 
lion in the issue department, and the whole 
amount of the drain falling in the first in- 
stance on that diminished reserve, the pres- 
sure of the whole drain on the half reserve is 
as much felt, and requires as strong measures 
to stop it, as a pressure of twice the amount 
on the entire reserve. As I have said else- 
where,* “it is as if a man having to lift a 
weight were restricted from using both hands 
to do it, and were only allowed to use one 
hand at a time; in which case it would be 
necessary that each of his hands should be 
as strong as the two together.” 


* Evidence before the Committee of the 
House of Commons on the Bank Acts, in 
1857. 


tile difficulties of 1847, and not only 
checked , the efflux of gold, hut turned 
the tide and brought the metal back. 
It was not, therefore, brought hack by 
a contraction of the currency, though 
in this case it certainly was so hy_a 
contraction of loans. But even tliis is 
not always indispensable. Eorin the 
second place, it is not necessary that 
the gold should return with the same 
suddenness with which it went out. A 
great portion would probably return in 
the ordinary way of commerce, in pay- 
ment for exported commodities. The 
extra gains made by dealers and pro- 
ducers in foreign conntries through 
the extra payments they receive from 
this country, are very likely to be partly 
expended in increased ^ pnrehases of 
English commodities, either for con- 
sumption or on speculation, though the 
effect may not manifest itself with suffi- 
cient rapidity to enable the transmis- 
sion of gold to he dispensed with in the 
first instance. These extra purchases 
would turn the balance of payments in 
favour of the country, and graclually 
restore a portion of the exported gold ; 
and the remainder would probably be 
brought hack, without any considerable 
rise of the rate of interest in England, 
by the fall of it in foreign conntries, 
occasioned by the addition of some 
millions of gold to the loanable capital 
of those countries. Indeed, in the state 
of things consequent on the gold dis- 
coveries, when the enormous quantity 
of gold annually produced in Australia, 
and much of that from California, is 
distributed to other countries through 
England, and a month seldom passes 
without a large arrival, the Bank re- 
serves can replenish themselves with- 
out any re-importation of the gold pre- 
viously carried off by a drain. All tbat 
is needful is au intermission, and a very 
brief intermission is sufficient, of the 
exportation. 

For these reasons it appears to me, 
that notwithstanding the beneficial 
operation of the Act of 1844 in the 
first stages of one kind of commercial 
crisis (that produced by over-speCula- 
tion), it on the whole materially aggra- 
vates the severity of commercial revul- 
sions. And not only are contractiops 
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of credit made more severe by the Act, 
they are also made greatly more 
ireqnent. “ Suppose,” says Mr. George 
Walker, in a clear, impartial, and con- 
clusive series of papers in the Aberdeen 
Kerald, forming one of tbe best exist- 
ing discussions of tbe present question 
—‘‘ suppose that, of eighteen millions 
of gold, ten are in tbe issue department 
and eight are in tbe banking depart- 
ment. Tbe result is tbe same as under 
a metallic currency witb only eight 
millions in reserve instead of eighteen. 
. . . . Tbe effect of tbe Bank Act is, 
that tbe proceedings of tbe Bank under 
a drain are not deternained by tbe 
amount of gold -witbin its vaults, but 
are, or ought to be, determined by the 
ortion of it belonging to the banking 
epartment. ^ Witb tbe whole of the 
gold at its disposal, it may find it un- 
necessary to interfere witb credit, or 
force down prices, if a drain leave a 
fair reserve behind. Witb only tbe 
banking reserve at its disposal, it must, 
from the narrow margin it bas to ope- 
rate on, meet all drains by counterac- 
tives more or less strong, to the injury 
of tbe commercial world ; and if it fail 
to do so, as it may Ml, tbe consequence 
is destruction. Hence the extraordinary 
and frequent variations of tbe rate of 
interest under tbe Bank Act. Since 
1847, when tbe eyes of tbe Bank 'were 
opened to its true position, it bas felt 
it necessary, as a precautionary mea- 
snrej that every variation in the reserve 
should be accompanied by an altera- 
tion in tbe rate of interest.” To make 
tbe Act innocuous, therefore, it would 
be necessary that tbe Bank, in addition 
to tbe whole of tbel gold in tbe Issue 
Department, should retain as great a 
reserve in gold or notes in the Banking 
Department alone, as vronld suffice 
under tbe old system for, tbe security 
both of the issues and of the deposits. 

§ 5. There remain two questions 
respecting a bank-note currency, which 
have also been a subject of consi- 
derable discussion , of late years : wbe- 
tner tbe privilege of providing it should 
be confined to a single establishment, 
such as tbe Bank of England, or a 
plurality of issuers should be allowed: 


and in tbe latter case, whether any 
peculiar precautions are requisite or 
advisable, to protect tbe holders of notes 
against losses occasioned by the insol- 
vency of tbe issuers. 

The course of tbe preceding specu- 
lations bas led us to attach so much 
less of peculiar importance to bank 
notes, as compared witb other forms of 
credit, than accords with tbe notions 
generally current, that questions re- 
specting tbe regulation of so very small 
a part of tbe general mass of credit,, 
cannot appear to us of such momentous 
import as they are sometimes considered. 
Bank notes, however, have so far a real 
peculiarity, that they are tbe only form 
of credit sufficiently convenient for all 
tbe^ purposes of circulation, to be able 
entirely to s^ersede tbe use of metallic 
money for internal purposes. Though 
tbe extension of tbe use of cheques bas 
a tendency more ana moi*e to diminish 
the number of bank notes, as it would 
that of the sovereigns or other coins 
which would take their place if tbej 
were abolished ; there is sure, for a long 
time to come, to be a considerable sup- 
ply of them wherever the necessary 
degree of commercial confidence exists, 
and their free use is permitted. The 
exclusive privilege, therefore, of issuing 
them, if reserved to the government or 
to some one body, is a source of great 
pecuniary gain. That this gain should 
be obtained for tbe nation at large is 
both practicable and desirable : and if 
the management of a bank-note cur- 
rency ought to he so completely mecha- 
nical, so entirely a thing of fixed rule, as 
it is made by the Act of 1844, there 
seems no reason why this mechanism 
should be worked for the profit of any 
private issuer, r,ather than for the pub- 
lic treasury. If, however, a plan be 
preferred which leaves tbe variations 
in the amount of issues in any degree 
whatever to the discretion of the issuers, 
it is not desirable that to the evei -grow- 
ing attributions of tbe government, so 
delicate a function should be super- 
added; and that the attention of the 
heads of tbe state should be diverted 
from larger objects, by tbeir being be- 
sieged witb tbe applications, and made 
a mark for all the attacks, which are 
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never spared to tkose deemed to be 
responsible for any acts, however mi- 
nute, connected with the regulation of 
the currency. It would be better that 
treasury notes, exchangeable for gold 
on demand, should be issued to a fixed 
amount, not exceeding the minimum of 
a bank-note currency ; the remainder of 
the notes which may be required being 
left to be supplied either by one or by 
a number of private banking establish- 
ments. Or an establishment like the 
Bank of England might supply the 
whole country, on condition of lending 
fifteen or twenty millions of its notes 
to the government without interest; 
which would give th^ same pecuniary 
advantage to the state as if it issued 
that number of its own notes. 

The reason ordinarily Sieged in 
condemnation of the system of plurality 
of issuers which existed in England 
before the Act of 1844, and under 
certain limitations still subsists, is, that 
the competition of these difierent is- 
suers induces them to increase the 
amount of their notes to an injurious 
extent. But we have seen that the 
power which bankers have of augment- 
ing their issues, and the degree of 
mischief which they can produce by it, 
are quite trifling compared with the 
current over-estimate. As remarked 
by Mr. Eullarton,'^* the extraordinary 
increase of banking competition occa- 
sioned by the establishment of the 
joint-stock banks, a competition often 
of the most reckless kind, has proved 
utterly powerless to enlarge the aggre- 
gate mass of the bank-note circulation ; 
that aggregate circulation having, on 
the contrary, actually decreased. In 
the absence of any special case for an 
exception to freedom of industry, the 
general rule ought to prevail. It ap- 
pears desirable, however, to maintain 
one great establishment like the Bank 
of England, distinguished from other 
banks of issue in this, that it alone is 
required to pay in gold,^ the others 
being at Hberty to pay their notes with 
notes of the central establishment. The 
object of this is that there may be one 
body, responsible for maintaining a re- 
serve of the precious metals sufficient 
* Pp. 89—92. 


to meet any drain that can reasonably 
he expected to take place. By disse- 
minating this responsibility among a 
number of hanks, it is prevented from 
operating efficaciously upon any : or if 
it he still enforced against one, the re- 
serves of the metals retained by all the 
others are capital kept idle in pure 
waste, which may be dispensed with 
by allownng them at their option to 
pay in Bank of England notes. 

§ 6. The question remains whether, 
in case of a plurality of issuers, any 
peculiar precautions are needed to 
protect the holders of notes from the 
consequences of failure of payment.^ 
Before 1826, the insolvency of banks of 
issue was a frequent and very serious 
evil, often spreading distress through a 
whole neighbourhood, and at one blow 
depriving provident industry of the 
results of long and painful saying. This 
was one of the chief reasons wffiich in- 
duced Parliament, in that year, to pro- 
hibit the issue of bank notes of a deno- 
mination below five pounds, that the 
labouring classes at least might he as 
little as possible exposed to participate 
in this suffering. ' As an additional 
safeguard, it has been suggested to 
give the holders of notes a priority 
over other creditors, or to require 
bankers to deposit stock or other public 
securities as a pledge for the whole 
amount of their issues. The insecurity 
of the former bank-note currency of 
England was partly the work of the 
law, which, in order to give a qualified 
monopoly of hanking business to the 
Bank of England, bad actually made 
the formation of safe banking establish- 
ments a punishable offence, by prohi- 
biting the existence of any hanks, in 
town or country, whether of issue or 
deposit, with a number of partners ex- 
ceeding six. This truly characteristic 
specimen of the old system of monopoly 
and restnction was done aw’:ay with in 
1826, both as to issues and deposits, 
everywhere hut in a district of sixty- 
five miles radius round London, and in 
1833 in that district also, as far as 
relates to deposits. It was hoped that 
the numerous joint-stock banks since 
established, ■would have furnished a 
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more trustwortliy cnrrency, and that 
under their influence the hanking 
system of England would have been 
almost as secure to the public as that 
of Scotland (where banking was always 
free) has been for two centuries past. 
But the almost incredible instances of 
reckless andfrandulent mismanagement 
which these institutions have of late 
afforded (though in some of the most 
notorious cases tlie delinquent esta- 
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hlishments have not been hanks of 
issue), have shown only too clearly that, 
south of the Tweed at least, the joint- 
stock principle applied to hanking is 
not the adequate safeguard it was so 
confidently supposed to be : and it is 
difficult now to resist the conviction, 
that if plurality of issuers is allowed to 
exist, some kind of special security in 
favour of the holders of notes should ha 
exacted as an imperative condition. 


CHAPTEE XXV. 


OF THE COMPETITION OP DIFPEEENT COUNTEr^S IN THE SAME MAEKET.. 


§ 1. In the phraseology of the 
Mercantile System, the language and 
doctrines of which are still the basis of 
what may he called the political eco- 
nomy of the selling classes, as distin- 
guished from the buyers or consumers, 

, there is no word of more frequent 
recumnce or more perilous import 
than the word underselling. To un- 
dersell other countries — not to he 
undersold by other countries — were 
spoken of, and are still very often 
spoken of, almost as if they were the 
sole purposes for which prodnction and 
commodities exist. The feelings of 
rival tradesmen, prevailing among 
nations, overruled for centuries all 
sense of the general community of ad- 
vantage which commercial countides 
derive from the prosperity of one an- 
other : and that commercial spirit 
which is now one of the strongest ob- 
stacles to wars, was during a certain 
period of European history their prin- 
cipal cause. 

Even in the more enlightened view 
now attainable of the nature and con- 
sequences of international commerce, 
some, though a comparatively small, 
space must still be made for the fact of 
commercial rivality. Nations may, 
like individual dealers, he competitors, 
with opposite interests, in the markets 
of some commodities, while in others 
they are in the more fortunate relation : 
Df reciprocal customers. The benefit 


of commerce does not consist, as it was 
once thought to do, in the commodities 
sdd ; bnt, since the commodities sold 
are the means of obtaining those which 
are bought, a nation would he cut off’ 
from the real advantage of commerce,, 
the imports, if it could not induce other 
nations to take any of its commodities 
in exchange ; and in proportion as the 
competition of other conntries compels 
it to offer its commodities on cheaper 
terms, on pain of not selling them at 
all, the imports which it obtains by its 
foreign trade are procured at greater 
cost. 

These points have been adei^uately, 
though incidentally, illustrated in some 
of the preceding chapters. But the 
great space which the topic has filled, 
and continues to fill, in economical 
speculations, and in the practical 
anxieties both of politicians and of 
dealers and manufactnrers, makes it 
desirable, before quitting the subject 
of international exchange, to snbjoin a 
few observations on the things which 
do, and on those which do not, enable 
countries to undersell one another. 

One country can only undersell an- 
other in a given market, to the extent 
of entirely expelling her from it, on two 
conditions. In the first place, she must 
have a greater advantage than the 
second co untry in the production of the 
article exported by both ; meaning by 
a greater advantage (as has been al- 
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readysofully explained) not absolutely, 
but in comparison with other commo- 
dities ; and in the second place, such 
must be her relation mtli the customer 
country in respect to the demand for 
each other’s products, and such the 
conseq^uent state of international va- 
lues, as to give away to the customer 
country more than the whole advan- 
tage possessed by the rival country; 
otherwise the rival will still be able to 
hold her ground in the market. 

Let us revert to th e imaginary hypo- 
thesis of a trade between England and 
Germany in cloth and linen : England 
being capable of producing IG yards of 
cloth at the same cost with 15 yards of 
linen, Germany at the same cost with 
20, and the two commodities being 
exchanged between the two countries 
(cost of carriage apart) at some inter- 
mediate rate, say 10 for 17. Germany 
could not be permanently undersold in 
the English market, and expelled from 
it, unless by a country which offered 
not merely more than 17, hut more 
than 20 yards of linen for 10 of cloth. 
Short of that, the competition would 
only oblige Germany to pay dearer for 
cloth, hut would not disable her from 
exporting linen. The country, there- 
fore, which could undersell Germany, 
must,, in the first place, be able to 
produce linen at less cost, compared 
with cloth, than Germany herself; and 
in the next place; must have such a 
demand for cloth, or other English 
commodities, as wouldcompel her, even 
when she became sole occupant of the 
market, to give a greater advantage to 
England than Germany could give by 
resigning the whole of hers ; to give, 
for example, 21 yards for 10. For if 
not— -if) for example, the equation of 
international demand, after Germany 
was excluded, gave a ratio of 18 for 10, 
Germany could again enter into the 
competition ; Germany would he now 
the underselling nation ; and there 
would he a point, perhaps 19 for 10, at 
which both countiies would he able to 
maintain their ground, and to sell in 
England enough linen to pay for the 
cloth, or other English commodities, 
for which, on these newly adjusted 
terms of interchange, they had a de- 


mand. In like manner, England, as 
an exporter of cloth, could only he 
driven from the German market by 
some rival whose superior advantages 
in the production of cloth enabled her, 
and the intensity of whose demand for 
German produce compelled her, to 
ofier 10 yards of cloth, not merely for 
less than 17 yards of linen, hut for less 
than 15. In that case, England could 
no longer carry on the trade without 
loss; but in any case short of this, she 
would merely be obliged to give to 
Germany more cloth for less linen than 
she had previously given. 

It thus appears that the alann of be- 
ing peimanently undersold may betaken 
much too easily ; may be taken when 
the thing really to be anticipated is 
not the loss of the trade, but the minor 
inconvenience of carrying it on at a 
diminished advantage ; an inconve- 
nience chiefly falling on the consumers 
of foreign commodities, and not on the 
producers or sellers of the exported 
article. It is no sufficient gi-ound of 
apprehension to the English producers, 
to find that some other country can 
sell cloth in foreign markets at some 
particular time, a trifle cheaper than 
they can themselves afford to do in the 
existing state of prices in England. 
Suppose them to be temporarily unsold, 
and their exports diminished ; the im- 
ports will exceed the exports, there will 
be a new distribution of the precious, 
metals, prices will fall, and as all the 
money expenses of the English pro- 
ducers will he diminished, -they will he 
able (if the case falls short of that, 
stated in the preceding paragi*aph) 
again to compete 'with their rivals. 
The loss ■which England will incur, 
will not fall upon the exporters, but 
upon those who consume imported 
commodities ; who, with money incomes 
reduced in amount, will have to pay 
the same or even an increased price 
for all things produced in foreign 
countries. 

§ 2. Such, ,1 conceive, is the true- 
theoiy, or rationale, of underselling. 
It will be observed that it takes no 
account of some things which we hear' 
spoken of, oftener perhaps than any 
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others, in tlie cliaiiacter of causes ex- 
posing a country to be undersold. 

According to the preceding doctrine, , 
a country cannot be undersold in any 
commodity, unless the rival country 
has a stronger inducement than itself 
for devoting its labour and capital to the 
production of the commodity ; arising 
from the fact that hy doing so it occa- 
sions a greater saving of labour and 
capital, to be shared between itself and 
its customers— a gi’eater increase of the 
aggregate produce of the world. The 
underselling, therefore, though a loss 
to the undersold country,, is an advan- 
tage to the world at large ; the sub- 
stituted commerce being one which 
economizes more of the labour and 
capital of mankind, and adds more to 
their collective wealth, than the com- 
merce superseded by it. The advan- 
tage, of course, consists in being able 
to produce the commodity of better 
quality, or with less labour (compared 
with other things) ; or perhaps not with 
less labour, but in less time; with a 
less prolonged detention of the capital 
employed. This may arise from greater 
natural advantages (such as soil, cli- 
mate, richness of mines) ; superior ca- 
pability, either natural or acquired, in 
the labourers ; better division of labour, 
and better tools, or macbinery. But 
there is no place left in this theory for 
the case of lower wages. . This, how- 
eveiy in the theories commonly current, 
is a favourite cause of underselling. 
We continually hear of the disadvan- 
tage under which the British producer 
labours, both in foreign markets and 
even in his own, through the lower 
wages paid by his foreign rivals. These 
lower wages, we are told, enable, or are 
always on the point of enabling them 
to sell at lower prices, and to dislodge 
the English manufacturer from all 
markets in which he is not artificially 
protected. 

Before examining this opinion on 
grounds of principle, it is worth while 
to bestow a moment’s consideration 
upon it as a question of fact. Is it 
true that the wages of manufacturing 
labour are lower in foreign countries 
than in England, in any sense in which 
low wages are an advantage to the 


capitalist? The artisan of Ghent or 
Lyons may earn less wages in a day, 
but does he not do less work ? Degrees 
of efficiency considered, does Ms labour 
cost less to his employer? Though 
wages may be lower on the Continent, 
is not the Cost of Labour, wMch is the 
real element in the competition, very 
nearly the same? That it is so seems 
the opinion of competent judges, and is 
confirmed by the very little difference 
in the rate of profit between England 
and the Continental countries. But if 
so, the opinion is absurd that English 
producers can he undersold by their 
Continental rivals from this cause. It 
is only in America that the supposition 
is primd facie admissible. In America, 
wages^ are much higher than in Eng- 
land, if we mean by wages the daily 
earnings of a labourer : but the produc- 
tive power of American labour is so 
great— its efficiency, combined with 
the favourable circumstances in which 
it is exerted, makes it worth so much 
to the purchaser, that the Cost of 
Labour is lower in America than in 
England; as is indicated by the fact 
that tlie^ general rate of profits and of 
interest is higher. 

§ 3. But is it true that low wages, 
even in the sense of low Cost of Labour, 
enable a country to sell cheaper in the 
foreign market? I mean, of course, 
low wages which are common to the 
whole productive industry of the 
couAitiy. 

If wages, in any of the departments 
of industry which supply exports, are 
kept, artificially, or by some accidental 
cause, below the general rate of wages 
in the country, this is a real advantage 
in the foreign market. It lessens the 
comparative cost of production of those 
articles, in relation to others; and 
has the same effect as if their pro- 
duction required so much less labour. 
Take, for instance, the case of the 
United States in respect to certain 
commodities. In that country, tobacco 
and cotton, two great articles of export, 
are produced by slave labour, while 
food and manufactures generally^ are 
produced by free labourers, who either 
work on their own account or are paid 
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ly wages. In spite of tie inferior 
efficiency of slave labour, there can be 
no reasonable doubt that in* a country 
where the wages of free labour are so 
high, the work executed by slaves is a 
better bargain to the capitalist. To 
whatever extent it is so, this smaller 
cost of labour, being not general, but 
limited to those employments, is just 
as much a cause of cheapness in the 
products, both in the home and in the 
foreign market, as if they had been 
made by a less quantity of labour. If 
the slaves in the Southern States were 
all emancipated, and their wages rose 
to the general level of the earnings of 
free labom' in America, that cormtry 
might be obliged to erase some of the 
slave-grown articles from the catalogue 
of its exports, and wouki certainly be 
unable to sell any of them in the foreign 
market at the accustomed price. Their 
cheapness is partly an artificial cheap- 
ness," which maybe compared to that 
produced by a bounty on production 
or on exportation : or, considering the 
means by which it is obtained, an apter 
comparison would be with the cheap- 
ness of stolen goods. 

An advantage of a similar economi- 
cal, though of a very different moral 
character, is that possessed hy domestic 
manufactures ; fabrics produced in the 
leisure hours of families partially 
occupied in other pursuits, who, not 
depending for subsistence on the pro- 
duce of the manufacture, can afford to 
sell it at any price, however low, for ^ 
which they think it worth while to 
take the trouble of producing- , In an 
account of the Canton of Zurich, to 
which I have had occasion to refer on 
another subject, it is observed,*' “ The 
workman of Zurich is to-day a manufac- 
turer, to-morrow again an agriculturist, 
and changes his occupations with the 
seasons, in a continual round. Manu- 
facturing industry and tillage advance 
h and in hand, in inseparable alliance, 
and in this union of the two occupa- 
tions the secret may be found, why the 
simple and unlearned Swiss manufac- 
turer can always go on competing, and 
increasing in prosperity, in the face of 

* Mistorical, Geographical^ and Staiistieal 
picture of Switzerland, vol. i. p, 105 (1834i), 


those extensive establishments fitted 
out with great economic, and (wliat is 
still more important) intellectual, re- 
sources. Even in those parts of the 
Canton where manufactures have ex- 
tended themselves the most widely, 
only one-seventh of all the families 
belong to manufactures alone ; four- 
sevenths combine that employment 
with agriculture. The advantage of 
this domestic or family manufacture 
consists chiefly in the fact, that it is 
compatible with all other avocations, 
or rather that it may in part he re- 
garded as only a supplementary em- 
ployment. In winter, in the dwellings 
of the operatives, the whole family 
employ themselves in it : hut ^s soon 
as spring appears, those on whom the 
early field labours devolve, abandon the 
in-door wox'k; many a shuttle stands 
still ; hy degrees, as the field-work 
increases, one member , of the family 
follows another, till at last, at the 
harvest, and during the so-called ‘ great 
works,’ all hands seize the implements 
of husbandry; hut in unfavourable 
weather, and in all otherwise vacant 
hours, the work in the cottage is re- 
sumed, and when the ungeniai season 
again recurs, the people return in the 
same gradual order to their home 
occupation, until they have all re- 
sumed it.^’ 

In the case of these domestic ma- 
nufactures, the comparative cost of 
production, on which the interchange 
between countries depends, is much 
lower than in proportion to the quan- 
tity of labour employed. The work- 
people, looking to the earnings of their 
loom for a part only, if for any part, of 
their actual maintenance, can afford to 
work for a less remuneration, than the 
lowest rate of wages which can per- 
manently exist in the employments by 
which the labourer has to support the 
whole expense of a family. Working, 
as they do, not for an employer hut for 
themselves, they may be said to cany 
on the manufacture at no cost at all, 
except the small expense of a loom and 
of the material ; and the limit of pos- 
sible cheapness is not the necessity of 
living hy their trade, hut that of earn- 
ing enough hy the work to make that 
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social employmeiit of their leistire hours 
not«disagreeahle. 

§ 4. These two cases, of slave labour 
and of domestic manufactui’es, exem- 
plify the conditions under which low 
wages enable a country to sell its com- 
modities cheaper in foreign markets, 
and consequently to undersell its rivals, 
or to avoid being undersold by them. 
But no such advantage is confeiTed by 
low wages when common to all branches 
of industry. General low wages never 
caused any country to undersell its 
rivals, nor did general high wages ever 
hinder it from doing so. 

To demonstrate this, we must return 
to an elementary principle which was 
discussed in a former chapter.* Gene- 
ral low wages do not cause low prices, 
nor high wages high prices, within the 
country itself. General prices are not 
raised by a rise of wages, anymore than 
they would be raised by an increase of 
the quantity of labour required in all 
production. Expenses which affect all 
commodities equally, have no influence 
on prices. If tlie maker of broadcloth 
or cutlery, and nobody else, had to pay 
higher wages, the price of Ms commo- 
dity would rise, just as it would if he 
had to employ more labour ; because 
otherwise he would gain less profit than 
other producers, and nobody would 
engage in the employment. But if 
everybody has to pay higher wages, or 
everybody to employ more labour, the 
loss must be submitted to ; as it afects 
everybody alike, no one can hope to get 
rid of it by a change of employment, 
each therefore resigns himself to a 
diminution of profits, and prices remain 
as they were. In like manner, general 
low wages, or a general increase in the 
productiveness of labour, does not make 
prices low, but profits high. If wages 
fall (meaning here by wages the cost 
of labour), why, on that account, should 
the producer lower his price? He will 
be 'forced, it may be said, by the com- 
petition of other capitalists who will 
crowd into his employment. But other 
capitalists are also paying lower wages, 
and by entering into competition with 
him they would gain nothing hut what 
♦ Supra, book iii. cb.* iv. 


they are gaining already. The rate 
then at which labour is paid, as well as 
the quanti4:y of it which is employed, 
affects neither the value nor the price 
ot the commodity produced, except in 
so far as it is peculiar to that commo- 
dity, and not common , to commodities 
generally. 

Since low wages are not a cause of 
low prices in the country itself, so 
neither do they cause it to offer its 
commodities in foreign markets at a 
lower price. It is quite true that if the 
cost of labour is lower in America than 
in England, America could sell her 
cottons to Cuba at a lower price than 
England, and still gain as high a profit 
as the English manufacturer. But it 
is not with the profit of the English 
manufacturer that the American cotton 
spinner will make his comparison ; it 
is mth the profits of other American 
capitalists. These enjoy, in common 
with himself, the benefit of a low cost 
of labour, and have accordingly a high 
rate of profit. This high profit the 
cotton spinner must also nave : he will 
not content himself with the English 
profit. It is true he may go on for a 
time at that lower rate, rather than 
change his employment; and a trade 
may be carried on, sometimes for a 
long period, at a much lower profit 
than that for which it would have 
been originally engaged in. Countries 
which have a low cost of labour, and 
high profits, do not for that reason 
iindersell others, but they do oppose a 
more obstinate resistance to being 
undersold, because the producers can 
often submit to a diminution of profit 
without being unable to live, and even 
to thrive, by their business. But this 
is all which their advantage does for 
them : and in this resistance they will 
not long persevere, when a change of 
times, which may give them equal 
profits with the rest of their country- 
men, has become manifestly hopeless. 

§ 5. There is a class of trading and 
exporting communities, on which a 
few woiris of explanation seem to he 
required. These are hardly to be 
looked upon as countries, carrying on 
an exchange of commodities with other 
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<!Oimtries, bnt moi'e properly as out- 
lying agricultural or manufacturing 
ostablisfiments belonging to a larger 
community. Our West India colonies, 
for example, cannot be regarded, as 
countries, with a productive capital of 
their own. If Manchester, instead of 
being where it is, were on a rock in 
the "Korth Sea (its present industry 
nevertheless continuing), it would still 
be but a town of England, not a 
country trading with England ; it 
would be merely, as now, a ^ place 
where England finds it convenient to 
carry on her cotton manufacture. The 
West Indies, in like manner, are the 
place where England finds it^ con- 
venient to carry on the production of 
sugar, coffee, and a few other tropical 
commodities. All the capital employed 
is English capital ; almost all the in- 
dustry is carried on for English uses ; 
there is little production of anything 
except the staple commodities, and 
these are sent to England, not to he 
exchanged for things exported to' the 
colony and consumed hyits inhabitants, 
but to be sold in England for the be- 
nefit of the proprietors there. The 
trade with the West Indies is therefore 
hardly to be considered as external 
trade, hut more resembles the traffic 
between town and country, and is 
amenable to the principles of the home 
trade.. The rate of profit in the colo- 
nies will he regulated by English pro- 
fits : the expectation of profit must be 
about the same as in England, with 
the addition of compensation for the 
disadvantages attending the more dis- 
tant and hazardous employment : and 
after allowance is made for those dis- 
advantages, the value and price of 
West India produce in the. English 
market must he regulated (or rather 
must have been regulated formerly), 
like that of any English commodity, 
by the cost of production. For the 
last twelve or fifteen years this prin- 
ciple has been in abeyance : the price 
was first kept up beyond the ratio of 
the cost of production'by deficient sup- 
plies, which could not, owing to the 
aeficiency of labour, he increased ; and 
more recently the admission of foreign 
competition has introduced another 


element, and some of the West India 
Islands are undersold, not so much be- 
cause wages are higher than in Cuba 
and Brazil, as because the}^ are higbei: 
than in England : for were they not so, 
Jamaica could sell her sugars at Cuban 
prices, and still obtain, though not a 
Cuban, an English rate of profit. 

It is worth while also to notice an- 
other class of small, but in this case 
mostly independent communities, 
which have supported and enriched 
themselves almost without any produc- 
tions of their own, (except ships and 
marine equipments,) by a mere carry- 
ing trade, and commerce oi entrepot ; 
by buying the produce of one country, 
to sell it at a profit in another. Such 
were Venice and the Hanse Towns. 
The case of these communities is very 
simple. They made themselves and 
their capital the instruments, not of 
production, hut of accomplishing ex- 
changes between the productions of 
other countries. These exchanges are 
attended with an advantage to those 
countries — an increase of the aggregate 
returns to industry — part of which 
went to indemnify the agents, for the 
necessary expense of tr^msport, and 
another part to remunerate the use of 
their capital and mercantile skill. The 
countries themselves had not capital 
disposable for the operation. When 
the Venetians became the agents of 
the general commerce of Southern 
Europe, they had scarcely any compe- 
titors : the thing would not have been 
done at all without them, and there 
was really no limit to their profits 
except the limit to what the ignorant 
feudal nobility could and would give 
for the unknown luxuries then first 
presented to their sight. At a later 
period competition arose, and the profit 
of this operation, like that of others, 
became amenable to natural laws. The 
carrying trade was taken up by Hol- 
land, a country with productions of 
its own and a large accumulated ca- 
pital. The other nations of Europe 
also had now capital to spare, and were 
capable of conducting their foreign 
ti*ade for themselves : but Holland, 
having, from a variety of circumstances, 
a lower rate of profit at home, could 
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afferd to carry for otlier countries at a 
simaiier advance on the original cost of 
tlie goods, than vronld have been re- 
quired by their own capitalists ; and 
Holland, therefore, engrossed the 


greatest part of the carrying trade of 
all those countries which did not heep 
it to themselves by Navigation Laws, 
constructed, like those of England, for 
that express purpose. 


CHAPTER XXVl. 


OF DISTEIBUTIOK AS AFFECTED BY EXCHANGE. 


§ 1. We have now completed, as far 
as is compatible with our purposes and 
limits, the exposition of the machinery 
through which the produce of a country 
is apportioned among the different 
classes of its inhabitants ; which is no 
other than the machinery of Exchange, 
and has for the exponents of its opera- 
tion, the laws of Value and of Price. 
We shall now avail ourselves of the 
light thus acquired, to cast a retro- 
spective glance at the subject of Dis- 
tribution. The division of the produce 
among the three classes, Labourers, 
Capitalists, and Landlords, when con- 
sidered without any reference to Ex- 
change, appeared to depend on certain 
general laws. It is fit that we should 
now consider whether these same laws 
still operate, when the' distribution 
takes place tbrough the complex me- 
chanism of exchange and money; or 
whether the properties of the me- 
chanism interfere with and modify the 
presiding principles. 

The primary division of the produce 
of human exertion and frugality is, as 
we. have seen, into three shares, wages, 
profits, and rent ; and these shares are 
portioned out to the persons entitled 
to them, in the form of money, and by 
a process o:^ exchange; or rather, the 
capitalist, with whom in the usual ar- 
rangements of society the produce 
remains, pays in money, to the other 
two sharers, the market value of their 
labour and land. If we examine, on 
wbat the pecuniary value of labour, 
and the pecuniary value of the use of 
land, depend, we shall find that it is 
on the very same causes by which we 
found that wages and rent would be 


regulated if there were no money and 
no exchange of commodities. 

It is evident, in the first place, that 
the law of Wages is not affected by 
the existence or non-existence of Ex- 
change or Money. Wages depend on 
the ratio between population and ca- 
pital ; and would do so if all the capital 
in the world were the property of one 
association, or if the capitalists among 
whom it is shared maintained each an 
establishment for the production of 
every article consumed in the commu- 
nity, exchange of commodities having 
no existence. As the ratio between 
capital and population, in all old 
countries, depends on the strength of 
the checks by which the too rap'id in- 
crease of population is restrained, it 
maybe said, popularly speaking, that 
wages depend on the checks to popu- 
lation; that w’hen the check is not 
death, by starvation or disease , wages 
depend on the pradence of the labour- 
ing people ; and that wages in any 
country are habitually at the lowest 
rate, to which in that country the 
labourer will suffer them to he de- 
pressed rather than put a restraint 
upon multiplication. 

What is here meant, however, by 
wages, is the labourer’s real scale of 
comfort ; the quantity he obtains of 
the things which nature or habit bas 
made necessary or • agreeable to him: 
wages in the sense in which they are 
of importance to the receiver. In the 
sense in which they are of importance 
to the payer, they do not depend ex- 
clusively on such simple principles. 
Wages in the fihst sense, the wages on 
which the . labourer’s comfort depends, 
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we will call real Avages, or wages in society Lave as yet put in requisition 
Mnd. Wages in tlie second sense, we for agi-icultural purposes. The cost of 
may be permitted to call, for the pre- production of food grown in these least 
sent, money wages ; assuming, as it is advantageous circumstances, deter- 
allowable to do, that money remains mines, as 'we have seen, the exchange 
for the time an invariable standard, no value and money price of the whole, 
alteration taking place in the condi- In any given state, therefore, of the 
tions under which tlie circulating me- labourers’ habits, their^ money wages 
dium itself is produced or obtained, depend on the productiveness of the 
If money itself undergoes no variation least fertile land,' or least productive 
in cost, the money price of labour is an agricultural capital; on the point 
exact measure of the Cost of Labour, which cultivation has reached in its 
and may be made use of as a conve- downward progress-— in its encroach-' 
nient symbol to express it. ments on the barren lands, and its gra- 

The money wages of labour are a dually increased strain upon the powers 
compound result of two elements: first, of the more fertifo. Now, the force 
real wages, or w\ages in kind, or in which urges cultivation in this down- 
other words, the quantity which the ward course, is the increase^ of people ; 
labourer obtains of the ordinary ar- while the counter-force which checks 
tides of consumption ; and secondly, the^ descent, is the improvement of 
the money prices of those articles. In agricultural science and practice, 
all old countries— all countries in which enabling the same soil to yield to the 
the increase of population is in any same labour more ample returns. The 
degree checked by the difficulty of costliness of the most costly part of 
obtaining subsistence — the habitual the produce of cultivation, is an exact 
money price of labour is that which expression of the state, a.t any given 
will just enable the labourers, one moment, of the race which population 
with another, to purchase the commo- and agricultural skill are always nin- 
dities without which they either cannot ning against each other, 
or will not keep up the population at 

its customary rate of increase. Their § 2. It is wellsaid by Dr. Chalmers, 
standard of comfort being ^^iven, (and that many of the most important 
by the standard of comfort in a labour- lessons in political economy are to ho 
ing class, is meant that, rather than learnt at the extreme margin of culti- 
forego which, they will abstain from vation, the last point which the culture 
multiplication), money wages depend of the soil has reached in its contest 
on the money price, and therefore on with the spontaneous agencies of nature, 
the cost of production, of the various The degree of productiveness of this ex- 
articles wliich the labourers habitually treme margin, is an index to the exist- 
consume : because if their wages can- ing state of the distribution of the 
not procure them a given quantity of produce among the three classes, 
thep, their increase will slacken, and of labourers, capitalists, and land- 
their wages rise. Of these articles, lords. 

food and other a^icultural produce When the demand of an increasing 
are so much the principal, as to leave population for more food cannot he 
little influence to, any thing else. satisfied without extending cultivation 

It is at this point ^that we are to less fertile land, or incurring addi- 
enabled to invoke the aid of the prin- tional outlay, with a less proportional 
ciples which have been laid down in return, on land already in cultivation, 
this Third Part. The cost of produc- it is a necessary condition of this in- 
tion ot food and agricultural produce crease of agricultural produce, that the 
has been analyzed in a preceding value and price of that produce must 
chapter. It depends on the produc- first rise. But as soon as the price has 
tiveness of the least fertile land, or of risen sufficiently to give to the addi- 
the least productively employed portion tional outlay of capital the ordinary 
of capital, which the necessities of profit, the rise will not go on still fur- 
I’-E. E E 
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tlier for the purpose of enabling the 
new land, or the new expenditure on 
old land, to yield rent as well as profit. 
The land or capital last pnt in requisi- 
tion, and occupying what Dr. Ghahners 
calls the margin of cultivation, wiU 
yield, and continue to yield, no rent. 
But if this yields no rent, the rent 
afforded by all other land or agricul- 
tural capital will be exactly so much 
as it produces more than this. The 
rice of food will always on the average 
e such, that the worst land, and the 
least productive instalment of the capi- 
tal employed on the better lands, shall 
just replace the expenses with the 
ordinary profit. If the least favoured 
land and capital just do thus much, 
ah other land and capital will yield an 
extra profit, equal to the proceeds of 
the extra produce due to their superior 
productiveness; and this extra profit 
becomes, by competition, the prize of 
the landlords. Exchange, and money, 
therefore, make no difference in the 
law of rent: it is the same as we 
originally found it. Eent is the extra 
return made to agricultural capital 
when employed with peculiar advan- 
tages; the exact equivalent of what 
those advantages enable the producers 
to economize in the cost of production : 
the value and price of the produce 
being regulated hy the cost of pro- 
duction to those producers who have 
no advantages ; by the return to that 
portion of agricultural capital, the cir- 
cumstances of which are the least 
favourable. 

§ 3. Wages and Eent being thus 
regulated by the same principles when 
paid in money, as they would he if 
apportioned in kind, it follows that 
Erofits are so likewise. For the sur- 
plus, after replacing wmges and paying 
rent, constitutes Profits. 

We found in the last chapter of the 
Second Book, that the advances of the 
capitalist, when analyzed to their ulti- 
mate elements, consist either in the 
purchase or maintenance of labour, or 
in the profits of former capitalists.; and 
that therefore profits in the last resort, 
depend upon the Cost of Labour, fallmg 
as that rises, and rising as it falls. Xet 


ns endeavour to trace more minutely 
the operation of this law. 

There are two modes in w^hich the 
Cost of Labour, which is correctly re- 
prepnted (money being supposed in- 
variable) hy the money wages of the 
labourer, may be increased. The la- 
bourer ^may obtain greater comforts ; 
wages in kind — ’real wages — may rise. 
Or the progress of population may force 
down cultivation to inferior soils, and 
more costly processes ; thus raising the 
cost of production, the value, and the 
rice, of the chief articles of the la- 
ourer’s consumption. On either of 
these suppositions, the rate of profit 
will fall. 

If the labourer obtains more abun- 
dant commodities, only by reason of 
their greater cheapness ; if he obtains 
a greater quantity, but not on the 
whole a greater cost ; real wages will 
he increased, but not money wages, and 
there will be nothing to affect the rate 
of profit. But if he obtains a greater 
quantity of commodities of which the 
cost of production is not lowered, he 
obtains a gi*eater cost ; his money wa^es 
are higher. The expense of these in- 
creased money wages falls wholly on 
the capitalist. There are no conceiv- 
able means by which he can shake it 
off. It may be said' — it used formerly 
to be said— that he will get rid of it 
hy raising his price. But this opinion 
we have already, and more than once, 
fully refuted.* 

The doctrine, indeed, that a rise 
of wages causes an equivalent rise of 
prices, is, as we formerly observed, self- 
contradictor j : for if it did so, it would 
not be a rise of wages ; the labourer 
would get no more of any commodity 
than he had before, let his money wages 
rise ever so much ; a rise of real wages 
would be an impossibility. This being 
equally contrary to reason and to fact, it 
is evident that a rise of money wages 
does not raise prices ; that high wages 
are not a cause of high prices. A rise 
of general wages falls on profits. There 
is no possible alternative. 

Having disposed of the case in which, 
the increase of money wages, and of 

* Supra, book iii. cli. iv, § 2, and ch. xxv, 
§ 4 . ■; 
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the Cost of Labour, arises from the 
labourer’s obtaining more ample wages 
in ldnd, let us now suppose it to arise 
from the increased cost of production 
■of the things which he consumes: 
owing to an increase of population, un- 
accompanied by ap equivalent increase 
of agricultural skill. The augmented 
supply required by the population 
■would not be obtained, unless the price 
of food rose sufficiently to remunerate 
the farmer for the increased cost of 
production. The farmer, however, in 
this case sustains a twofold disad-^an- 
tage. He has to cany on his cultiva- 
tion under less favourable conditions 
of productiveness than before. For 
this, as it is a disadvantage belonging 
to him only as a farmer, and not shared 
by other employers, he will, on the 
general principles of value, ^ be com- 
pensated by a rise of the price of his 
■ commodity: indeed, until this rise has 
taken place, he will hot bring to market 
the required increase of produce. But 
this very rise of price involves him in 
another'necessity, for which he is not 
compensated. He must pay higher 
money wages to his labourers. This 
necessity, being common to him with 
all other capitalists, forms no ground 
for a rise of price. The price will rise, 
until it has placed him in as good a 
situation in respect of profits, as other 
employers of labour: it will rise so 
as to indemnify him lor tne increased 
labour which he must now employ in 
order to produce a given quantity of 
food : but the increased wages of that 
labour are a burthen common to all, 
-and for which no one can be indemnified. 
It will be, paid wholly from pi’ofits. 

Thus we see chat increased wages, 
when common to all descriptions of pro- 
ductive labourers, and wffien really re- 
presenting a greater Cost of Labour, are 
-always and necessarily at the expense of 
profits. And by reversing the cases, we 
should find in like manner that dimi- 
nished wages, when representing a 
really diminished Cost of Lahoiir, are 
equivalent to a rise of profits. But 
the opposition of pecuniai’y interest 
thus indicated between the class of 
capitalists and that of labourers, is to 
a great extent only apparent. Real 


wages are a very dificrent thing from 
the Cost of Labour, and are generally 
highest at the times and places where, 
fi’om the easy terms on which the land 
yields all the produce as yet required 
from it, the value and price of food 
being low, the cost of labour to the 
employer, ^ notwithstanding its ample 
remuneration, is comparatively cheap, 
and the rate of profit consequently 
high. We thus obt<ain a full con- 
firmation of our original theorem, that 
Profits depend on the Cost of Labour : 
or, to express the meaning •with still 
greater accuracy, the rate of profit and 
the cost of labour vary inversely as one 
another, and are joint effects of the 
same agencies or causes. 

But does not this proposition require 
to he slightly modified, by making al- 
lowance for that portion (though com- 
paratively small) of the expenses of 
the capitalist, wliich does not consist 
in wages paid by himself or reim- 
bursed to previous capitalists, but- in 
the profits of those previous capitalists? 
Suppose, for example, an invention in 
the manufacture of leather, the advan- 
tage of which should' consist in ren- 
dering it unnecessary that the hides 
should remain for so great a length 
of time in the tan-pit. Shoemakers, 
saddlers, and other workers in leather, 
would save a part of that portion of the 
cost of their material which consists of 
the tanner’s profits during the time his 
capital is locked up ; and this saving, 
it may he said, is a source from which 
they might derive an increase of profit, 
though wages and the Cost of Labour 
remained exactly the same. In the 
case here supposed, however, the con- 
sumer alone would benefit, since the 
prices of shoes, harness, and all other 
articles into which leather enters, 
would fall, until the profits of the 
producers were reduced to the general 
level. To obviate this objection, let 
us suppose that a similar saving of 
expenses takes place in all depart- 
ments of production at once. In that 
case, since values and prices would not 
be affected, profits would probably be 
raised ; but if we look more closely into 
the case we shall find that it is because 
the cost of labour would be lowered. 

EE2 
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In t-Ms as in any otlier case of increase 
in tlie general productiveness of labour, 
if the labourer obtained only the same 
real wages, profits would be raised: 
ant the same real wages would imply 
a smaller Cost of Labour ; the cost of 
production of all things having been, 
by the supposition, diminished. If, 
on the other hand, the real wages of 
labour rose proportionally, and the Cost 
of Labour to the employer remained 
the same, the advances of the capi- 
talist would bear the same ratio to his 
returns as before, and tlie rate of profit 
would be unaltered. The reader who 
may wish for a more minute examina- 


tion of this point, will find it in the 
volume of separate Essays to which 
reference ^has before been made.* The 
question is too intricate in comparison 
with its importance, to he further en- 
tered into in a work like the present * 
and I will merely say, that it seems to 
result from the considerations adduced 
in the Essay, that there is nothing iu 
the case in question to affect the Site- 
grity of the theory which affirms an 
exact correspondence, in an inverse 
direction, between the rate of profit 
and the Cost of Labour. 

* Essay lY. on JPrqfits and Iniefsst 
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INFLUENCE OF THE PROGRESS OP SOCIETY 
ON PRODUCTION AND DISTRIBUTION. 

CHAPTER I. 

GENERAL CHARACTEEISTICS OP A PROGRESSIVE STATE OP WEALTH. 


§ 1. The three preceding Parts in- 
clude as detailed a view as our limits 
permit, of what, by a liappy generaliza- 
tion of a mathematical phrase, has been 
called the Statics of the subject. We 
have surveyed the field of economical 
facts, and have examined how they 
stand related to one another as causes 
and efiects ; what circumstances deter- 
mine the amount of production, of em- 
ployment for labour, of capital and 
population; what laws regulate rent, 
profits, and wages ; under what condi- 
tions and in what proportions commodi- 
ties are interchanged between indivi- 
duals and between countries. We have 
thus obtained a collective view of the 
economical phenomena of society, con- 
sidered as existing simultaneously. We 
ha,ve ascertained, to a certain extent, 
the principles of their interdependence ; 
and when the state of some of the ele- 
ments is known, we should now he able 
to infer, in a general way, the contem- 
poraneous state of most of the others. 
All this, however, has only put us in 
p)Ossession of the economical laws of a 
stationary and unchanging society. 
We have still to consider the econo- 
mical condition of mankind as liable to 
change, and indeed (in the more ad- 
vanced portions of the race, and in all 
regions to which their influence reaches) 
as at all times undergoing progressive 
changes. We have to consider what 
these changes are, what are their laws, 
and what their ultimate tendencies; 
thereby adding a theorj^ of motion to our 


theory of equilibrium — the Dynamics 
of political economy to the Statics, 

In this inquiry, it is natural to com- 
mence by tracing the operation of 
known and acknowledged agencies. 
Whatever may be the other changes 
which the economy of society is des- 
tined to undergo, there is one actually 
in progress, concerning which there can 
he no dispute. In the leading countries 
of the world; and in all others as they 
come within the influence of those lead- 
ing countries, there is at least one pro- 
gressive movement wdiich continues 
with little interruption from year to 
year and from g’eneration to genera- 
tion; a progress in wealth; an ad- 
vancement in what is called material 
prosperity. All the nations which we 
are accustomed to call civilized, in- 
crease gradually in production and in 
population : and there is no reason to 
doubt, that not only these nations will 
for some time continue so to increase, 
but that most of the other nations oi 
the world, including some not yet 
founded, will successively enter upon 
the same career. It will, therefore, be 
Gur first object to examine the nature 
and consequences of this progressive 
change ; the elements which constitute 
it, and the effects it produces on the 
various economical facts of which we, 
have been tracing the laws, and espe- 
cially on wages, profits, rents, values, 
and prices. 

§ 2. Of the features which charac- 
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terize tliis progressive economical move- 
ment of civilized nations, that wliich first 
excites attention, througli its intimate 
connexion with the phenomena of Pro- 
duction, is the perpetual, and so far as 
human foresight can extend, the un- 
limited, growth of man’s power over 
nature. Our knowledge of the proper- 
ties and laws of physical ohjects shows 
no sign of approaching its ultimate 
boundaries: it is advancing more ra- 
pidly, and in a greater number of direc- 
tions at once, than in any previous age 
or generation, and affording such fre- 
quent glimpses of unexplored fields be- 
yond, as to justify the belief that our 
acquaintance with nature is still almost 
in its infancy. This increasing phy- 
sical Imowledge is now, too, more ra- 
pidly than at any former period, con- 
Terted hy practical ingenuity, into phy- 
sical power. The most marvellous of 
modern inventions, one which realizes 
the imaginary feats of the magician, 
not metaphorically hut literally— the 
electro-magnetic telegraph — sprang 
into existence hut a few years after 
the establishment of the scientific 
theory which it realizes and exempli- 
fies. Lastly, the manual part of these 
great scientific operations is now never 
wanting to the intellectual : there is no 
difficulty in finding or forming, in a suf- 
ficient number of the working hands of 
the community, the skill requisite for 
executing the most delicate processes 
of the application of science to prac- 
tical uses. Brom this union of condi- 
tions, it is impossible not to look for- 
ward to a vast multiplication and long 
succession of contrivances for econo- 
mizing labour and increasing its pro- 
duce ; and to an ever wider diffusion 
of the use and benefit of those contri- 
vances. 

Another change wffiich has always 
hitherto characterized, and will as- 
suredly continue to characterize, the 
progress of civilized society, is a con- 
tinual increase of the security of person 
and property. The people of every 
country in Europe, the most backward 
as well as the most advanced, are, in 
each generation, better protected 
against the violence and rapacity of 
one another both, by a more efficient 


judicature and police for the suppres- 
sion of private crime, and by the decay 
and destruction of those mischievous' 
privileges which enabled certain classes 
of the community to prey with impunity 
upon the rest. They are also, in every 
I generation, better protected, either hy 
I institutions or by manners and opinion, 
against arbitrary exercise of the power 
of government. Even in semi-barba- 
roujs Kussia, acts of spoliation directed 
against individuals, who have not made 
themselves politically , obnoxious, are 
not supposed to be now so frequent as. 
much to affect any person’s feelings of 
security. Taxation, in ail European 
countries, grows less arbitrary and op- 
pressive, both in itself and in the man- 
ner of levying it. Wars, and the de- 
struction they cause, are now usually 
confined, in almost every country, te 
those distant and outlying possessions, 
at which it comes into contact with 
savages.^ Even the vicissitudes of for- 
tune which ^arise from inevitable na- 
tural calamities, are more and more 
softened to those on whom they fall, by 
the continual extension of the salutaiy 
practice of insurance. 

Of this increased security, one of 
the most unfailing effects 'is a great 
increase both of production and of ac- 
cumulation. Industry and frugality 
cannot exist, where there is not a pre- 
ponderant probability that those who 
labour and spai*e will he permitted to 
enjoy. And the nearer this probability 
approaches to certainty, the more do. 
industry and ffugality become per- 
vading qualities in a people. Experi- 
ence has shown that a large proportion 
of the results of labour and abstinence 
may he taken away hy fixed taxation, 
without impairing, and sometimes even 
with the effect of stimulating, the 
qualities from which a gi-eat production 
and an abundant capital take their 
rise. But those qualities are not 
proof against a high degree of uncer- 
tainty. The government may carry 
off apart; hut there must he assurance 
that it will not interfere, nor suffer 
any one to interfere, with the re- 
mainder. 

One of the changes which most in- 
fallihly attend the progress of modern 
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society, is an improvement in ttebusi- | 
ness capacities of the general mass of 
manldnd. I do not mean that the 

f ractical sagacity of an individnal 
imian being is greater than formerly. 
I am inclined to believe that econo-, 
mical progress has hitherto had even a 
contrary efiect. A person of good na- 
tural endowments, in a rude state of 
society, can do a greater number of 
things tolerably well, has a greater 
power of adapting means to ends, is 
more capable of extricating himself 
and others from an unforeseen embar- 
rassment, than ninety-nine in a hun- 
dred of those who have known only 
what is called the civilized form of life. 
How far these points of inferiority of 
faculties are compensated, and by what 
means they might he compensated still 
more completely, to the civilized man 
as an individual being, is a question 
belonging to a different inquiry from 
the present. But to civilized human 
beings collectively considered, the com- 
pensation is ample. What is lost in 
the separate efficiency of each, is far 
more than made np by the greater ca- 
pacity of united action. In proportion 
as they put off the qualities of the 
savage, they become amenable to dis- 
cipline; capable of adhering to plans 
concerted beforehand, and about which 
they may not have heeii consulted; of 
subordinating tbeir individual caprice 
to a preconceived determination, and 
performing severally the parts allotted 
to them in a combined undertaking. 
Works of all sorts, impracticable to the 
savage or the half-civilized, are daily 
accomplished by civilized nations, not | 
by any greatness of faculties in the 
actual agents, hut through tbe fact 
that each is able to rely with certainty . 
on the others for the portion of the work i 
which they respectively undertake. 
The peculiar characteristic, in short, of 
civilized beings, is the capacity of co- 
operation ; and this, like other facul- 
ties, tends to improve by practice, and 
becomes capable of assuming a con- 
stantly wider sphere of action. 

Accordingly there is no more certain 
incident of the progressive change 
taking place in society, than the con- 
tinual growth of the principle and; 
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practice of co-operation. Associations 
of individuals voluntarily combining 
their small contributions, now perform^ 
works, both of an industrial and of 
many other characters, which no one 
person or small number of persons are 
ricb enough to accomplish, or for the 
performance of which the few persons 
capable of accomplishing them were 
formerly enabled to exact the most 
inordinate remuneration. As wealth 
increases and business capacity im- 
proves, we may look forward to a great 
extension of establishments, both for 
industrial and other purposes, formed 
by the collective contributions of large 
numbers; estahlii|bments like those 
called by the tecbmical name of joint- 
stock companies, *01* the associations., 
less formally constituted, which are so 
numerous in England, to raise fun.ds 
for public or philanthropic objects, or 
lastly, those associations of workpeople,, 
either for • production or to buy goods 
for their common consumption, which 
are now specially known by the name 
of co-operative societies. 

The progress which is to he expected; 
in the physical sciences and arts, com- 
bined with the greater security of pi*o- 
perty, and greater freedom in disposing 
of it, which are obvious features in the 
civilization of modern nations, and 
with the more extensive and more 
skilful employment of the joint-stock 
principle, afford space and scope for an 
indefinite increase of capital and pro- 
duction, and for the increase of popula- 
tion which is its ordinary accompani- 
ment. That the growth of population 
will overpass the increase of produc- 
tion, there is not much reason to ap- 
prehend ; and that it should even keep 
pace with it, is inconsistent with the 
supposition of any real improvement 
in the poorest classes of the people. It 
is, however, quite possible that there 
might he a great progress in industrial 
improvement, and in the signs of what 
is commonly palled national prosperity; 
a great increase of aggregate wealth, 
and even, in some respects, a better 
distribution of it; that not only the 
rich might grow richer, but many of 
the poor might grow rich, that the 
intermediate .classes might become 
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more numeroTis and powerful, andtlie 
means of enjoyable existence be more 
and more largely diffused, while yet 
the great class at the base of the whole 
might increase in numbers only, and 
not in comfort nor in cultivation. We 
must, therefore, in considering the 
effects of the progress of industry, 
admit as a supposition, however greatly 
we deprecate as a fact, an increase of 


E opulation as long-continued, as inde* 
nite, and possibly even as rapid, as 
the increase of production and accu- 
mulation. 

W ith these preliminary observations 
on the causes of change at work in a 
society which is in a state of econo- 
mical progress, proceed to a more 
detailed examination of the changes 
themselves. 


CHAPTER H. 

f 

IKTLUEXCE Op THE PEOGRESS OP INDUSTRY AND POPUDATION ON 
' VALUES ANI> PRICES. 


§ 1. The changes which the pro- 
^vQss of industry causes or presupposes 
in the circumstarjices of production, are 
necessarily attended with changes in 
the values of commodities. 

The permanent values of all things 
which are neither under a natural nor 
under an artificial monopoly, depend, 
as we have seen, on their cost of pro- 
duction. But the increasing power 
which mankind are constantly ac- 
. giiiring over nature, increases more 
and more the efficiency of human 
exertion, or in other words, diminishes 
cost of production. All inventions hy 
which a greater quantity of any com- 
modity caii be produced with the same 
labour, or the same quantity with less 
labour, or which abridge the procdss, 
so that the capital employed needs not 
he advanced for so long a time, lessen 
the cost of production of the com- 
modity. As, however, value is relative ; 
if inventions and improvements in pro- 
duction were made in all commodities, 
and all in the same degree, there would 
be no alteration in values. Things 
would continue to exchange' for each 
other at the same rates as before ; and 
mankind would obtain a greater quan- 
tity of all things in return for their 
labour and abstinence, without having 
that greater abundance measured and 
declared (as it is when it affects only 
one thing) by the diminished exchange 
value of thejcommoclity. 


As for prices, in these circum stances: 
they would be affected or not, accord- 
ing as the improvements in production 
I did or did not extend to the precious 
I metals. If the materials of money 
I were an exception to the general dimi- 
I nution of cost of production, the values 
of all other things would fall in relation 
to money, that is, thei'e would he a fall 
of general prices throughout the world. 
But if money, like other things, and in 
the same degree as other things, were 
obtained in greater abundance and 
cheapness, prices would he no more 
affected than- values would ; and there 
would he no visible sign, in the state 
of the markets, of any of the changes 
which had taken place ; except that 
there would be (if people continued to 
labour as much as before) a greater 
quantity of all sorts of commodities, 
circulated at tbe same prices by a 
greater quantity of money. 

Improvements in production are not 
the only circumstance accompanying 
the progress of industry, which tends 
to diminish the cost of producing, or at 
least of obtaining, commodities. An- 
other circumstance is the increase of 
intercourse between different parts of 
the world. As commerce extends, and 
the ignorant attempts to restrain it by 
tariffs become obsolete, commodities 
tend more and more to be produced in 
the places in which their production 
can be carried on at the least expense 
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of lal)om- and capital tc mankind. As cost of production into an ascending 
civilization spreads, and security of movement? , We are already aware 
person and property becomes esta- tbat there are sncli causes, and that, 
blislied, in parts of the world which in the case of the most important 
have not hitherto had that advantage, classes of commodities, food and mate- 
the productive capabilities of those rials, there is a tendency diametrically 
places are called into fuller activity, opposite to that of which we have boexi 
for the benefit both of their own inha- speaking. The cost of production of 
hitants and of foreigners. The igno- these commodities tends to increase. ^ 
ranee and misgovernment in which This is not a property inherent in 
many of the regions most favoured by the commodities themselves. If popu- 
nature are still ^-ovelling, afford work, lation were stationary, and the produce 
probably, for many generations before of the earth never needed to be aiig- 
tliose countries will be raised even to mented in quantity, there would he no 
the present level of the most civilized cause ^ for greater cost of production, 
parts of Europe. Much will also depend Mankind would, on the contraiy, have 
on the increasing migration of labour the full benefit of improvements in 
and capital to unoccupied parts of the agriculture, or in the arts siibsidiary to 
earth, ^ of which the soil, climate, and it, and there would he no difference, in 
situation are found, by the ample means this respect, between the products of 
of exploration now possessed, to pro- agriculture and those of manufactures, 
mise not only a large return to in- The only products of industry which, if 
dustry, but great facilities of producing population did not increase, would be 
commodities suited to the markets of liable to a real increase ot cost of pro- 
old 'countries. Much as the collective duction, are those which, depending on 
industry of the earth is likely to be a material which is not renewed, are 
increased in efficiency by the extension, either wholly or partially exhaustible ; 
of science and of the industrial arts, a sncli as coal, and most if not all metals ; 
still more active source of increased for even iron, the most abundant as 
cheapness of production will he found, well as most useful of metallic products, 
probably, for some time to come, in the which forms an ingredient of most 
gradually unfolding consequences of minerals and of almost all rocks, is 
EreeTrade, and in the increasing scale susceptible of exhaustion so far as 
on which Emigration and Colonization regards its richest and most tractable 
will be carried on. ores. 


From the causes now enumerated, 


ores. 

When, however,' 


population in- 


unless counteracted by others, the creases, as it has never yet failed to 
progress of things enables a country to do when the increase of industry and 
obtain at less and less of real cost, not of the means of subsistence made room 
only its own productions but those of for it, the demand for most of the pro- 
foreign countries. Indeed, whatever ductions of the earth, and particularly 
diminishes the cost of its own produc- for food, increases in a corresponding 
tions, when of an exportable character, proportion. And then comes iiitb 
enables it, as we have already seen, to effect that fundamental law of produc- 
obtain its imports at less real cost. tion from the soil, on which we have so 

frequently had occasion to expatiate ; 

§ 2. But is it the fact, that these the law, that increased labour, in any 
tendencies are not counteracted ? Has given state of agricultural skill, is 
the progress of wealth and industry no attended with a less than proportional 
efiect in re^'ard to cost of production, increase of produce. The cost of pro- 
hut to diminish it ? Are no causes of duction of the fruits of the earth in- 
an opposite character brought into creases, ccsteris paribus, with every 


operation by the same progress, suf- 
ficient in some cases not only to neu- 


increase of the demand. 

Ho tendency of a like kind exists 


tralize but to overcome the former, and with respect to manufactured ar^^sp^^ 
convert the descending movement of The tendency is in the congp^'y 





426 BOOE: IV. CHAPTEE n. § 3. 


tion. The larger the scale on which 
manufacturing operations are carried 
on, the more cheaply they can in 
general he performed, hir. Senior has 
gone the length of enunciating as an 
‘inherent law of manufacturing im 
dustry, that in it increased production 
takes place at a smaller cost, while in 
agricultural industry increased produc- 
tion takes place at a greater cost. I 
cannot think, however, that even in 
manufactures, increased cheapness fol- 
lows increased production by anything 
amounting to a law. It is a probable 
and usual, but not a necessary, con- 
sequence. 

As manufactures, however, depend 
for their materials either upon agidcul- 
ture, or mining, or the spontaneous 
produce of the earth, manufacturing 
industry is subject, in respect of one 
of its essentials, to the same law as 
agriculture. But the crude material 
generally forms so small a portion of 
the total cost, that any tendency which 
may exist to a progressive increase in 
that single item, is much over-balanced 
by the diminution continually taking 
place in all the other elements; to 
which diminution it is impossible at 
present to assign any limit. 

The tendency, then, being to a per- 
petual increase of the productive 
powder of labour in manufactures, while 
in agriculture and mining there is a 
conhict between two tendencies, the 
one towards an increase of productive 
power, the other towards a diminution 
of it, the cost of production being les- 
sened by every improvement in the 
processes, and augmented by every 
addition to population ; it follows that 
the exchange values of manufactured 
articles, compared with the products of 
agriculture and of mines, have, as 
population and industry advance, a 
certain and decided tendency to fall. 
Money being a product of mines, it 
may also be laid down as a rule, that 
manufactured articles tend, as society 
advances, to fail in money price. The 
industrial history of modern nations, 
especially during the last hundred 
years, fully hears out this assertion. 

§ 3. Whether agricultural produce 


increases in, absolute as well as com- 
parative cost of production, depends on 
the conflict of the two antagonist 
agencies, increase of population, and 
improvement in agricultural skill In 
some, perhaps inmost, states of society, 
(looking at the whole surface of the 
earth,) both agricultural skill and 
population are either stationary, or 
increase very slowly, and the cost of 
production of food, therefore, is nearly 
stationpy. In a society which is 
advancing in wealth, population gene- 
rally increases faster than agricultural 
skill, and food consequently tends to 
become more costly; but there are 
times when a stroug impulse sets in 
towards agricultural improvement. 
Such an impulse has shown itself in 
Great Britain during the last twenty 
or five-and-twenty years. In England 
and Scotland agricultural skill has of 
late increased considerably faster than 
population, insomuch that food and 
other agricultural produce, notwith- 
standing the increase of people, can he 
grown at less cost than they were 
thirty years ago : and the abolition of 
the Corn Laws has given an additional 
stimulus to the spirit of improvement.. 
In some other countries, and particu- 
larly in France, the improvement of 
agriculture gains ground still more 
decidedly upon population, because 
though agriculture, except in a few 
provinces, advances slowly, population 
advances still more slowly, and even 
with increasing slowness ; its gro'wth 
being kept down, not by poverty, which 
is diminishing, but by prudence. 

Wbich of the two conflicting 
agencies is gaining upon the other at 
any particular time, might he conjec- 
tured with tolerable accuracy from the 
money price of agricultural produce 
(supposing hullion not to vary mate- 
rially in value),, provided a sufficient 
number of years could be taken, to 
fomi an average, independent of the 
fluctuations of seasons. This, however, 
is hardly practicable, since Mr. Tooke 
has shown that even so long a period 
as half a century may include a much 
greater proportion of ahimdant and a 
smaller of deficient seasons, than is 
properly due to it. A mere average, 
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tlierefore, miglit lead to conclusions 
only the more misleading, for tKeir de- 
ceptive semblance of accuracy. Ibere 
would be less danger of error in taking 
tlie average of only a small number of 

years, and correcting it by a conjec- 
tural allowance for tbe cbaracter oi tne 
seasons, than in trusting to a longer 
average witliout any such correction. 

It is hardly necessary to add, that in 
founding conclusions on quoted prices, 
allowance must also be made as lar 
as possible for any changes in me 
general exchange value of the precious 
metals.'* 

§ 4. Thus far, of the effect of the 
progress of society on the permanent 
or average values and prices ot com- 
modities. It remains to be considered, 
in what manner the same progress 
affects their fluctuations. Concerning 
the answer to this question there can 
be no doubt. It tends in a very high 
degree to diminish them. ^ ^ 

In poor and backward societies, as 
in the East, and in Europe during the 
middle ages, extraordinary differences 
in the price of the same commodity 
might exist in places not very 
distant from each other, because the 
want of roads and canals, the imper- 
fection of marine navigation, and the 
in security of communication s^generally , 
prevented things from being trans- 
ported from the places where they were 
cheap tc those where they were dear. 
The things most liable to fluctuations 
in value, those directly influenced by 
the seasons, and especially food, were 
seldom carried to any great distances. 
Each locality depended, as a general 
rule, on its own produce and that of 
its immediate neighbourhood. In most 
years, accordingly, there was, in some 
part or other of any large country, a 
real dearth. Almost every season must 
he unpropitious to some among the 
many soils and climates to be found in 
an extensive tract of country ; but as 
the same season is also in general more 

* A still better criterion, perhaps, than 
that suggested in the text, would be the 
increase or diminution of the amount ot the 
labourer’s wages estimated in agricultural 
produce. 
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than ordinarily favoui’ahle to others, it 
is only occasionally that the aggregate 
produce of the whole country is de- 
ficient, and even then in a less degree 
than that of many separate portions; 
while a deficiency at all considerable, 
extending to the whole world, is a. 
thing almost unknown. In modern 
times, therefore, there is only dearth, 
where there formerly would have been 
famine, and snfaciency everywhere 
when anciently there would have been 
scarcity in some places and superfluity 

in others. > , ^ i i 

The same change has taken place 
with respect to all other articles or 
commerce. The safety and cheapness 
of communications, which enable j? 
deficiency in one place to be suppliet^ 
from the surplus of another, at a mode- 
rate or even a small advance on ^the 
ordinary price, render the fluctuations 
of piices much less extreme than for- 
merly. This effect is much promoted 
by tire existence of large' capitals, be- 
longing to what are called speculative 
merchants, whose business it is to buy 
goods in order to resell them at a profit. 
These dealers naturally buying things, 
when they are cheapest, and ^ storing 
them up to he brought again into the 
market when the price has become un- 
usually high; the tendency of their 
operations is to equalize price, or at 
least to moderate its inequalities. The 
prices of things are neither so much 
depressed at one time, nor so much 
raised at another, as they would be if 
spec^ilative dealers did not exist. 

Speculators, therefore, have a highly 
useful office in the economy of society ; 
and (contrary to common opinion) the 
most useful portion of the class ^ are 
those who speculate in commodities 
affected by the vicffisitudes of seasons. 
If there were no corn-dealers, not only 
would the price of corn be liable to 
variations much more extreme than at 
present, but in a deficient season the 
necessary supplies might not he forth- 
coming at ail. Unless there ^ were 
speculators in corn, or unless, in de- 
fault of dealers, the fanners became 
speculators, the price in a season qi 
abundance would fall without any limit 
or check, except the wasteful consump- 
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tion tliat would invariably follow. That 
any part of tbe surplus of one year 
remains to supply tbe deficiency of 
another, is owing either to farmers i 
who withhold corn from the market, i 
or to dealers who buy it when at the 
cheapest and lay it up in store. 

§ 5. Among persons who have not 
much considered the subject, there is a i 
notion that the gains of speculators are ; 
often made by causing an artificial | 
scarcity ; that they create a high price j 
by their own purchases, and then profit 
by it. This may easily be shown to be 
fallacious. If a corn-dealer makes pur- 
chases on speculation, and produces a | 
rise, when there is neither at the time i 
nor afterwards any cause for a rise of 
price except his own proceedings ; he 
no doubt appears to gi’ow richer as 
long as his purchases continue, because 
be is a bolder of ah article winch is 
quoted at a higher and higher price : 
but this apparent gain only seems 
wdthin his reach so long as he does 
not attempt to realize it. If he has 
bought, for instance, a million of quai'- 
ters, and by wdtliholding them from 
the market, has raised the price ten 
shillings a quarter; just so much as 
the price has been raised by with- 
drawing a million quarters, will it be 
lowered by bringing them back, and 
the best that he can hope is that he 
will lose nothing except interest and 
his expenses-. If by a gradual and 
cautious sale he is able to realize, on 
some portion of his stores, a part oi the 
increased price, so also he will un- 
doubtedly have had to pay a part of 
that price on some portion of his pur- 
chases- He runs considerable risk of 
incuiTing a still greater loss ; for the 
temporary high price is very likely to 
have tempted others, vrho had no share 
in causing it, and who might other- 
wise not have found their way to his 
market at all, to bring their corn there, 
and intercept a part of the advantage. 
So th,at instead of profiting by a 
scarcity caused by himself, he is by no 
means unlikely, after buying in an 
average market, to be forced to sell in 
a superabundant one. 

- As an individual speculator cannot 


gain by a rise of price solely of his 
own creating, so neither can a number 
of speculators gain collectively by a 
rise, which their operations have ar- 
tificially produced. Some among a 
number of speculators may gain, by 
superior judgment or good fortune in 
selecting the ^ time for realizing; but 
they make this gain at the expense, 
not of the consumer, hut of the other 
speculators who are less judicious. 
They, in fact, convert to their own 
benefit the high price produced by the 
speculations of the others, leaving to 
these the loss resulting from the recoil. 
It is not to be denied, therefore, that 
speculators may enrich themselves by 
other people’s loss. But it is by the 
losses of other speculators. As much 
must have been lost by one set of 
dealers as is gained by another set. 

When a speculation in a commodity 
proves profitable to the speculators as 
a body, it is because in the interval 
between their buying and reselling, 
tbe price rises from some cause inde- 
pendent of them, their only connexion 
with it consisting in having foreseen 
it. In this case, their purchases make 
the price begin to rise sooner than it 
otherwise would do, thus spreading 
the privation of the consumers over a 
longer period, but mitigating it at the 
time of its greatest height : evidently 
to the general advantage. In this, 
however, it is assumed that they have 
not oveiTated the rise which they 
looked forward to. For it often hap- 
pens that speculative purchases are 
made in the expectation of some in- 
crease of demand, or deficiency of 
su|)ply, which after all does not occur, 
or not to the extent which the specu- 
lator expected. In that case the specu- 
lation, instead of moderating fluctua- 
tions, ha s caused a fluctuation of price 
which otherwise \vould not have hap- 
pened, or aggravated one which would. 
But in that case the speculation is a 
losing one, to the speculators collec- 
tively, however much some individuals 
may gain by it. All that part of the 
I'ise of price by which it exceeds what 
there are independent grounds for, 
cannot give to the speculators as a 
body any benefit, since the price is as 
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miicli depressed by tlieir sales as it was 
raised by their purchases ; and while 
they gain nothing by it, they lose, not 
only their trouble and expenses, but 
almost always miich more, through the 
effects incident to the -artificial rise of 
price, in checking consumption, and 
bringing forward supplies from unfore- 
seen cjuai-ters. The operations, there- 
fore, of speculative dealers, are useful 
to the public whenever profitable to 
themselves and though they are 
sometimes injuiious to the public, by 
heightening the fluctuations which 
their more usual office is to alleviate, 
yet whenever tliis'liappens the specu- 
lators are the greatest losers. The in- 
terest, in short, of the speculators as a 
body, coincides with the interest of the 
public ; and as they can only fail to 
serve the public interest in proportion 
as they miss their own, the best way 
to promote the one is to leave them to 
pursue the other in perfect freedom. 

I do not deny that speculators may 
aggravate a local scarcity. In col- 
lecting corn from the villages to supply 
the towns, they make the dearth 
penetrate into nooks and corners 
which might otherwise have escaped 
from bearing their share of it. To buy 
and resell in the same place, tends to 
alleviate scarcity : to buy in one place 
and resell in another, may increase it 
in the former of the two places, but 
relieves it in the latter, where the 
price is higher, and which therefore, 
by the very supposition, is likely to be 
suffering more. And these sufferings 
always fall hardest on the poorest 
consumers, since the rich, by out- 
bidding, can obtain their accustomed 
supply undiminished if they choose. 
To no persons, therefore, are the ope- 
rations of corn-dealers on the whole so 
beneficial as to the poor. Accidentally 
and exceptionally, the poor may suffer 
from them : it might sometimes be 
more advantageous to the rural poor 
to have com cheap in winter, when 
they are entirely dependent on it, even 
if the consequence were a dearth in 
spiing, when they can perhaps obtain 
partial substitutes. But there are no 
substitutes, procurable at that season,, 
which serve in any great deavee to 


replace bread-corn as the chief article 
of food: if there were, its price would 
fall in the spring, instead of con- 
tinuing, as it always does, to rise till 
the approach of harvest. 

There is an opposition of immediate 
interest, at the moment of sale, be^ 
tween the dealer in corn and the con- 
sumer, as there always is between tlie 
seller and the buyer : and a time of 
dearth being that in which the specu- 
lator makes his largest profits, he is 
an object of dislike and jealousy at 
that time, to those who are suffering 
while he is gaining. It is an error, 
however, to suppose that the corn- 
dealer’s business affords him any ex- 
traordinary profit ; he makes his gains 
not constantly, hut at particular times, 
and they must therefore occasionally 
be great, hut the chances of profit in 
a business in which there is so much 
competition, cannot on the whole he 
greater than in other employments. 
A year of scarcity, in winch great 
gains are made by corn-dealers, rarely 
comes to an end without a recoil 
which places many of them in the list 
of bankrupts. There have been few 
more promising seasons for corn- 
dealers than the year 1847, and 
seldom was there a greater break-up 
among the speculators than in the 
autumn of that year. The chances of 
failure, in this most precarious trade, 
are a set-off against great occasional 
profits. If the corn-dealer were to 
sell his stores, during a dearth, at a 
lower price than that which the 
competition of the consumers assigns 
to him, he would make a sacrifice, to 
charity or philanthropy, of the fair 
profits of his employment, which may 
be (quite as reasonably required from 
any other person of equal means. 
His business being a useful one, • it is 
the interest of the public that the 
ordinary motives ffiiould exist for car- 
rying it on, : and that neither law nor 
opinion should prevent an operation 
beneficial to the public from being 
attended with as much private ad- 
vantage as is compatible with full and 
free competition. 

^ It appears, then, that the fluctua- 
tions of values and prices arising from 
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•variations of supply, or from alterations 
in real (as distinguislied from specu- 
lative) demand, may be expected to 
become more moderate as society 
advances. Witb regard to ' those 
■which arise from miscalculation, and 
especially from the alternations of 
•undue expansion and excessive con- 
traction of credit, -which occupy so 
conspicuous a place among commercial 
phenomena, the same thing cannot be 
affirmed •with equal confidence. Such 
■vicissitudes, beginning with irrational 
speculation and ending with a com- 
mercial crisis, have not hitherto be- 


come eitlier less frequent or less' 
violent with the growth of capital 
and extension of industry. Rather 
they may^ he said to have become 
more so : in consequence, as is often 
said, of increased competition ; but, as 
I prefer to say, of a low rate of profits 
and interest, which makes capitalists 
dissatisfied with the ordinary course 
of safe mercantile gains. The con- 
nexion of this low rate of profit with 
the advance of population and accu- 
mulation, is one of the points to be 
illustrated in the ensuing chapters. 


CHAPTER in. 

aXFLIJBNOE OP THE PKOOEESS OP INDUSTEY AND POPULATIOIT ON BENTS, 
PEOPITS, AND WAGES. 


§ 1. Continuing the inquiry into 
the nature of the economical changes 
taking place in a society which is in 
a state of industrial progress, we shall 
next consider what is the effect of that 
progress on the distribution of the 
produce among the various classes who 
share in it. We may confine our at- 
tention to the system of distribution 
which is the most complex, and which 
virtually includes all others — ^that in 
which the produce of. manufactures is 
shared between two classes, labourers 
and capitalists, and the produce of 
agriculture among three, labourers, 
capitalists, and landlords. 

The characteristic features of what 
is commonly meant by industrial pro- 
gress, resolve themselves mainly into 
three — increase of capital,, increase of 
opulation, and improvements in pro- 
uction; understanding the last ex- 
pression in its widest sense, to include 
the process of procuring commodities 
from a distance, as well as that of pro- j 
diicing them. The other changes 
which take place are chiefly conse- 
quences of these ; as, for example, the 
tendency to a progressive increase of 
the cost of production of food ; arising 


from an increased demand, ■which may 
be occasioned either by increased popu- 
lation, or by an increase of capital and 
wages, enabling the poorer classes to 
increase their consumption. It will 
be convenient to set out by consider- 
ing each of, the three causes, as 
operating separately ; after which we 
can suppose them combined in any 
manner we think fit. 

Let us first suppose that population 
increases, capital and the arts of pro- 
duction remaining stationary. One of 
the effects of this change of circum- 
stances is sufficiently obvious : wages 
will fall; the labouring class will be 
reduced to an inferior condition. Tbe 
state of the capitalist, on the contrary, 
will he improved. With the same 
capital, he can purchase more labour, 
and obtain more produce. His rate of 
profit is increased. The dependence 
. of the rate of profits on the cost of 
labour is here verified; for the labourer 
obtaining a diminisbed quantity of 
commodities, and no alteration being 
supposed in tbe circumstances of their 
production, the diminished quantity 
represents a diminished cost. The 
labourer obtains not only a smaller 
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real reward, ’but tlie product of a 
smaller quantity of labour.. TLe first 
circumstance is tbe important one 
to bimself, tbe last to bis employer. 

Nothing has occurred, thus far, to 
affect in any way tbe value of any 
commodity; and no reason, therefore, 
has yet shown itself, why rent should 
be either raised or lowered. But if 
we look forward another stage in the 
series of effects, we may see our way 
to such a consequence. The labourers 
have increased in numbers: their 
condition is reduced in the same^ pro- 
portion ; the increased numbers divide 
among them only the produce of the 
same amount of labour as before. But 
they may economize in their other 
comforts, and not in their food : each 
may consume as much food, and of as 
costly a quality, as previously; or 
they may submit to a reduction, but 
not in proportion to the increase of 
numbers. On this supposition, not- 
withstanding the diminution^ of real 
wages, the increased population will 
require an increased quantity of food. 
But since industrial skill and know- 
ledge are supposed to be stationary, 
more food can only be obtained by 
resorting to worse laud, or to methods 
of cultivation which are less productive 
in proportion to the outlay. Capital 
for this extension of agriculture will 
not be wanting ; for though, by hypo- 
thesis, no addition takes place to 
tbe capital in existence, a sufficient 
amount can be spared from the in- 
dustry which previously supplied the 
other and less pressing wants which 
the labourers have, been obliged to 
curtail. The additional supply of 
food, therefore, will he produced, hut 
produced at a greater cost ; and the 
exchange value of agricultural pro- 
duce must rise. It may be objected, 
that profits having risen, the extra cost 
of producing food can.be defrayed from 
profits, without any increase of price. 
It could, undoubtedly, but it will not : 
because if it did, the apiculturist 
would he placed in an inferior position 
to other capitalists. The incj'ease of 
profits, being tbe effect of diminished 
wages, is common to all employers of 
labour. The increased expenses arising 
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from the necessity of a more costly 
cultivation, affect the agriculturist 
alone. For this peculiar burthen 
he must be peculiarly compensated, 
whether the general rate of profit be 
high or low. He will not submit in- 
definitely to ^ a deduction from bis 
profits, to which other capitalists are 
not subject. He will not extend his 
cultivation by laying out fresh caprital,' 
unless for a return sufficient to yield 
him as high a profit as could he ob- 
tained by the same capital in other 
investments. The value, therefore, of 
his commodity will rise, and rise in 
proportion to the increased cost. The 
farmer will thus be indemnified for 
the burthen which is peculiar to him- ^ 
self, and will also enjoy the augmented 
rate of profit which is common to all 
capitalists. 

It follows, from principles with 
which we are already familiar, that 
in these circumstances rent will rise. 
Any land can afford to pay, and under 
free competition will pay, a rent equal 
to the excess of its produce above the 
return to an equal capital on the 
worst land, or under the least favour- 
able conditions. Whenever, therefore, 
agriculture is driven to descend to 
worse land, or more onerous processes, 
rent rises. Its rise will he twofold, 
for, in the first place, rent in kind, oi 
corn rent, will rise ; and in the second, 
since the value of agricultural pro- 
duce has also risen, rent, estimated in 
manufactured or foreign commodities 
(which is represented cceteris paribtcs 
hj money rent) will rise still more. 

The steps of the process (it‘ after 
what has been formerly said, it is 
necessary to retrace them) are as fol- 
lows. Corn rises in price, to repay 
with the ordinary profit the capital 
required for producing additional corn 
on worse land or by more costly pro- 
cesses. So far as regards this addi- 
tional corn, the increased price is hut 
an equivalent for the additional ex- 
pense; but the rise, extending to all 
corn, affords on all, except the last 
produced, an extra profit. If the 
farmer was accustomed to produce 
100 quarters of wheat at 40s., and 
120 quarters are now required, of 
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wliicli tlie kvst twenty cannot lie pro- 
duced under 455., lie obtains tlie extra 
five shillings on the entire 120 
quarters, and not on the last twenty 
alone. He has thus an extra 25Z. 
beyond the ordinary profits, and this, 
ih a state of free competition, he will 
not he able to retain. He cannot how- 
ever be compelled to give it up to tbe 
consumer, since a less price tlian 455. 
would be inconsistent with the produc- 
tion of the last twenty quarters. The 
price, then, will remain at 45s., and 
the 25Z. will be transfen-ed by com- 
petition not to tbe consumer but 
to the landlord. A rise of rent is 
therefore inevitably consequent on an 
increased demand for agricultural pro- 
* duce, vrben unaccompanied by in- 
creased facilities for its production. 
A truth which, after this final illus- 
tration, we may henceforth take for 
granted. ' 

The now element now introduced — 
an increased demand for food — besides 
occasioning an increase of rent, still 
further disturbs the distribution of , the 
produce between capitalists and da- 
bourers. The increase of population 
will have diminished the reward of 
labour : and if its cost is diminished 
as greatly as its real remuneration, 
profits will be increased by the full 
amount. If, however, the increase of 
]fopulation leads to an increased pro- 
duction of food, which cannot be sup- 
plied but at an enhanced cost of pro- 
duction, the cost of hxbour avill not be 
so much diminished as the real reward 
of it, and profits, therefore, will not be 
so much raised. It is even possible 
that they might not be raised at all. 
The .abourers may previously have 
been so well provided for, that the 
whole of what they now lose may he 
struck oif from their other indulgences, 
and they may not, either by necessity 
or choice, undergo any reduction in 
the quantity or quality of their food. 
To produce the food for the increased 
number may be attended with such 
an increase of expense, that wages, 
though reduced in quantity, may re- 
present as great a cost, may be the 
product of as much labour, as before, 
and the capitalist may not be at all 


benefited. On this supjjosition the 
loss to the labourer is partly absorbed 
in tbe^ additional labour required for 
producing the last instalment of agri- 
cultural produce ; and the remainder 
is gained by the landlord, the only 
sharer who always benefits by an in- 
crease of population. 

§ 2. Let us now reverse our hypo- 
thesis, and, instead of supposing civ 
pital^ stationary and population ad- 
vancing, let us suppose capital ad- 
vancing and population stationary; 
the facilities of production, both natu- 
ral and acquired, being, as before, un- 
altered. The^ real wages of labour, 
instead of falling,, will now rise ; and 
since the cost of production of the 
things consumed by the labourer is 
not diminished, this rise of wages im- 
plies an. equivalent increase of tie cost 
of labour, and diminution of profits. 
To state the same deduction in other 
terms ; the labourers not being more 
numerous, and the productive power 
of their labour being only the same as 
before, there is no increase of the pro- 
duce ; the increase of wages, therefore, 
must be at tbe charge of the capital- 
ists. It is not -impossible that the 
cost of labour might he increased in 
even a greater ratio than its real re- 
muneration. The improved condition 
of the labourers may increase the de- 
mand for food. The labourers may 
have been so ill off before, as not to 
have food enough ; and may now con- 
sume more ; or they may choose to 
expend their increased means partly 
or wholly in a more costly quality of 
food, requiring more labour and more 
land ; wheat, for example, instead of 
oats or potatoes. This extension of 
agriculture implies, as usual, a greater 
cost of production and a higher price, 
so that besides the increase of the cost 
of labour arising from the increase of 
its reward, there will he a further in- 
crease (and an additional fall of profits) 
from the increased costliness of the 
commodities of which that reward 
consists. The same causes will pro- 
duce a rise of rent. What the capital- 
ists lose, above what the labourers 
gain, is partly transferred to the laud- 
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lord, and partly swallowed np in the 
cost of growing food on worse land or 
by a less productive process, 

§ 3. Having disposed of the two 
simple cases, an increasing population 
and stationary capital, and an increas- 
ing capital and stationary population, 
we are prepared to take into consider- 
ation the mixed case, in which the 
two elements of expansion are com- 
bined, both population and capital in- 
creasing. If either element increases 
faster than the other, the case is so far 
assimilated with one or other of the 
two preceding : we shall suppose 
them, therefore, to increase with equal 1 
rapidity; the test of equality being, ! 
that each labourer obtains the same 
commodities as before, and the same 
quantity of those commodities. Let 
xis examine what will be the effect, 
on rent and profits, of this double 
progress. 

Population having increased, with- 
out any falling off in the labourer’s 
condition, there is of course a demaiid 
for more food. The arts of production 
being supposed stationary, this food 
must he produced at an increased 
cost. To compensate for this greater 
cost of the additional food, the price 
of agiicultural produce must rise. The 
rise extending over the whole amount 
of food produced, though the increased 
expenses only apply to a part, there is 
a greatly increased extra profit, which, 
by competition, is transferred to the. 
landlord. Rent will rise, both in 
quantity of produce and in cost ; 
•while wages, being supposed to he the 
same in quantity, will be greater in 
cost. The labourer obtaining the 
same amount of necessaries, money 
wages have risen ; and as the rise is 
cori’.mon to all branches of production, 
the capitalist cannot indemnify him- 
self by changing his employment, and 
the loss must he borne by profits. 

It appears, then, that the tendency 
of an increase of capital and popula- 
tion is to add to rent at the expense 
ef profits: though rent does not gain 
all that profits lose, a part being ab- 
sorbed in increased expenses of pro- 
duction, that is, in hiring or feeding a 

, ' ,T.E. ■ ^ 
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gi’eater number of labourers to obtain 
a given amount of agricultural pro- 
duce. By profits, must of course he 
understood the rate of profit ; for a 
lower rate of profit on a larger capital 
may yield a larger gross profit, con- 
sidered absolutely, though a smaller 
in proportion to the entire produce. 

This tendency of profits to fall, is 
fx’om time to time counteracted by 
improvements in production : whether 
arising from increase of knowledge, or 
from an increased use of the know- 
ledge already possessed. This is tlie 
third of the three elements, the effects 
of wFich on the distribution of the 
produce we undertook. to investigate; 
and the investigation will he facili- 
tated by supposing, as in the case of 
the other two elements, that it ope- 
rates, in the first instance, alone. 

§ 4. Let us then suppose capital 
and population stationary, and a sud- 
den improvement made in the arts of 
production ; by the invention of more 
efficient machines, or less costly pro- 
cesses, or by obtaining access to 
cheaper commodities through foreign 
trade. 

The improvement may either he in 
some of the necessaries or indulgences 
which enter into the habitual consump- 
tion of the labouring class ; or it may he 
I applicable only to luxuries consumed 
exclusively by richer people. Very 
few, how'ever, of the great industrial 
improvements are altogether of this 
last description. Agricultural im- 
provements, except such as specially 
relate to some of the rarer and more 
peculiar products, act directly upon 
the principal objects of the labourer’s 
expenditure. The steam-engine, and 
every other invention which affords a 
manageable power, are applicable to 
all things, and of course to those con- 
sumed by the labourer. Even the 
power-loom and the spinning-jenny, 
though applied to the most delicate 
fabrics, are available no less -for the 
coarse cottons and woollens worn by 
the labouring class. All improvements 
in locomotion cheapen the transport 
of necessaries as well as of luxuries, 
Seldom is a new branch of trade opened* 
F F . 
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without, eitlaer directly or in some in- 
direct \v^ay, causing some of tlae articles 
■wMcIi the mass of the people consume 
to he either produced or imported at 
smaller cost. It may safely he affirmed, 
therefore, that improvements in pro- 
duction generally tend to cheapen the 
commodities on which the wages of 
the labouring class are expended. 

In so far as the commodities affected 
hy an iniprovement are those which 
the labourers generally do not consume, 
the improvement has no effect in alter- 
ing the distribution of the produce. 
Those particular commodities,, indeed, 
are cheapened ; being produced at less 
cost, they fall in value and in price, 
and all who consume them, whether 
landlords, capitalists, or sHUed and 
privileged labourers, obtain increased 
means of enjoyment. The rate of 
profits, however, is not raised. There, 
is a larger gross profit, reckoned in 
quantity of commodities. But the i 
capital also, if estimated in those com- 
modities, has risen in value. The 
profit is the^ same percentage on the 
capital that it was before. The capi- 
talists are not benefited as capitalists, 
hut as consumers. The landlords and 
the privileged classes of labourers, if 
they are consumers of the same com- 
modities, share the same benefit. 

The case is different with improve- 
ments which diminish the cost of pro- 
duction of the necessaries of life, or of 
commodities which enter habitually 
-into the consumption of the great mass 
of labourers. The play of the different 
forces being here rather complex, it is 
necessary to analyze it with some 
minuteness. 

As. formerly observed,* there are two 
kinds of agricultural improvements. 
Some consist in a mere saving of 
labour, and enable a given quantity of 
food to he produced at less cost, but 
not on a smaller surface of land than 
before. Others enable a given extent 
of land to yield not only the same pro- 
duce with less labour, hut a greater 
produce ; so. that if no greater produce 
is required, a part of the land already 
under culture may be dispensed with. 
As the part rejected will fee the least 
* Supra, p. U3. 


productive portion, the .market will 
thenceforth be regulated by a better 
description of land than what was pre- 
viously the worst under cultivation. 

To place the effect of the improve- 
ment in a clear light, we must suppose 
it to take place suddenly, so as to leave 
no time during its introduction, for any 
increase of capital or of population. 
Its first effect will be a fall of the value 
and price of agiucnltural produce. 
This is a necessary consequence of 
either kind of improvement, but espe- 
cially of the last. 

An improvement of the first kind, 
not increasing the produce, does not 
dispense with any portion of the land; 
the margin of cultivation (as Dr. 
Chalmers terms it) remains where it 
was; agriculture does not recede,, 
either in extent of cultivated land, or in 
elaborateness of methods: and the' 
price continues to he regulated by the- 
same land, and by the same capital, as 
before. But since that land or capital, 
and all other land or capital which 
produces food, now yields its produce 
at smaller cost, the pi'ice of food will 
fall proportionally. If one-tenth of the 
expense of production has been saved, 
the price of produce will fall one-tenth. 

But suppose the improvement to be 
of the second kind ; enabling the land 
to produce, not only the same corn 
with one- tenth less labour, hut a tenth 
more corn with the same labour. Here 
the effect is still more decided. Culti- 
vation can now he contracted, and the 
market supplied from a smaller quan- 
tity of land. Even if this smaller 
surface of land were of the same ave- 
rage quality as the larger surface, the 
price would fall one-tenth, because the 
same produce would he obtained with 
a tenth less labour. But since the 
portion of land abandoned will he the 
least fertile portion, the price of pro- 
duce will thenceforth he regulated by 
a better quality of land than before. 
In addition, therefore, to the original 
diminution of one-tenth in the cost of' 
production, there will be a further 
diminution, corresponding with the re- 
cession of the “ margin” of agricuiture 
to land of greater fertility. There will 
thus be a twofold fall of price. 
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Let us now examine tlxe effect of the 
improvements, thus suddenly made, on 
the division of the produce ; and in the 
first place, on rent. By the former of 
the two kinds of improvement, rent 
would he diminished. By the second, 
it would he diminished still more. 

Suppose that the demand for food 
requires the cultivation of three quali- 
ties of land, yielding, on an equal sur- 
face, and at an equal expense, 100, 80, 
and 60 bushels of wheat. The price of 
wheat will, on the average, he just 
sufficient to enable the third quality to 
he cultivated with the ordinary profit. 
The first quality therefore will yield 
forty and the second twenty bushels of 
extra profit, constituting the rent of 
the landlord. And first, let an im- 
provement he made, which, without 
enabling more corn to he grown, en- 
ables the same corn to be grown with 
one-fourth less labour. The price of 
wheat will fall one-fourth, and 80 
bushels will be sold for the price for 
which 60 were sold before. But the 
reduce of the land which produces 60 
iishels is still required, and the ex- 
penses being as much reduced as the 
price, that land can still he cultivated 
with the ordinary profit. The first and 
second qualities will therefore continue 
to yield a surplus of 40 and 20 bushels-, 
and corn rent will remain the same as 
before. But com having fallen in price 
one-fourth, the same com rent is equi- 
valent to a fourth less of money and of ! 
all other commodities. So far, there- 
fore, as the landlord expends his in- 
come in manufactured or foreign pro- 
ducts, he is one-fourth worse off than 
before. His income as landlord is re- 
duced to three-quarters of its amount: 
it is only as a consumer of corn that he 
is as Weil off. 

If the improvement is of the other 
kind, rent will fall in a still greater 
ratio. Suppose 4hat the amount of 
produce which the market requires, 
can he grown not only with a fourth 
less labour, hut on a fourth less land.. 
If all the land already in cultivation 
continued to he cultivated, it would 
yield a produce much larger than 
necessary. Land, equivalent to a fourth 
of the produce, must now he ahan- 
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doned ; and as the thii'd quality yielded 
exactly one -fourth, (being 60 out of 
240,) that quality will go out of culti- 
vation. The 240 bushels can now be 
grown on land of the first and second 
qualities only ; being, on the first, lOO* 
bushels plus one-third, or 133^ bushels ; 
on the second, 80 bushels plus one- 
third, or 106| bushels ; together, 240. 
The second quality of land, instead of 
the third, is now the. lowest, and regu- 
lates the price. Instead , of 60, it is 
sufficient if 106| bushels repay the 
capital with the ordinary profit. The 
price of wheat will consequently fail, 
not in the ratio of 60 to 80, as in the 
other case, but in the ratio of 60 to 
106f. Even this gives an insufficient 
idea of the degree in which rent will be 
affected. The whole produce of the 
second quality of land will now he re- 
quired to repay the expenses of produc- 
tion. That land, being- the worst in 
cultivation, will pay no rent. And the 
first quality will only yield the diffe- 
rence between 133|- bushels and 106|, 
being 26| bushels instead of 40. The 
landlords collectively will have lost 33 J 
out of 60 bushels in com rent alone, 
while ^ the value and price of what is 
left will have been diminished in the 
ratio of 60 to 1061. 

It thus appears, that the interest of 
the landlord is decidedly hostile to the 
sudden and general introduction of 
agricultural improvements. This as- 
sertion has been called a paradox, and 
made a ground for accusing its first 
promulgator; Eicardo, of gi’eaf intellec- 
tual perverseness, to say nothing worse. 
I cannot discern in what the paradox 
consists; and the obliquity of vision 
seems to me to he on the side of his 
assailants. The opinion is only made 
to appear absurd by stating it unfairly. 
If the assertion were that a landlord 
is injured by the improvement of his 
estate, it would certainly be indefen- 
sible ; hut what is asserted is, that he 
is injured by the improvement of the 
estates of other people, although his 
own is included. Nobody doubts that, 
he would gain greatly by the improve- 
ment if he could keep it to himself, and 
unite the two benefits, of an increased 
produce from bis land, and a price as 
F F 2 
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Eigli as before. But if the increase of 
produce took place simultaneously on all 
lands, the price would not be as high 
as before ; and there is nothing un- 
reasonable in supposing that the land- 
lords would be, not benefited, but in- 
jured. It is admitted that whatever 
'permanently reduces the price of pro- 
duce diminishes rent : and it is quite 
in accordance ^vith common notions to 
suppose thaf if, by the increased pro- 
ductiveness of land, less land w’ere re- 
quired for cultivation, its value, like 
that of other articles for which the 
demand had diminished, would fall. 

I am quite willing ’to admit that 
rents have not really been lowered hy 
the progress of agricultural improve- 
ment; but why? Because improve- 
ment has never in reality been sudden, 
but always slow ; at no time much 
outstripping, and often falling far short 
of, the growth of capital and popula- 
tion, which tends as much to raise rent, 
as the other to lower it, and which is 
enabled, as we shall presently see, to 
raise it much higher hy means of the 
additional margin afforded by improve- 
ments in agriculture. Eirst, however, 
we must examine in what manner the 
sudden cheapening of agricultural pro- 
duce would affect profits and wages. 

In the beginning, money wages 
would probably remain the same as 
before, and the labourers would have 
the full benefit of the cheapness. They 
would be enabled to increase their 
consumption either of food or of other 
articles,’ and would receive the same 
cost, and a greater quantity. So 
far, profits would he unafiected. But 
the permanent remuneration of the 
labourers essentially depends on what 
we have called their habitual stan- 
dard; tbe extent of the require- 
ments which, as a class, they in- 
sist on satisfying before they choose 
to have children. If their tastes and 
requirements receive a durable impress 
from the sudden improvement in their 
condition, the benefit to the class will 
he permanent. But the same cause 
which enables them to purchase greater 
comforts and indulgences with the same 
wages, would enable them to purchase 
the same amount of comforts and in- 


dulgences with bwer wages ; and a 
greater population may now exist, 
without reducing the labourers below 
the condition to which they are accus- 
tomed. > Hitherto, this and no other 
has been the use which the labourers 
have commonly made of any increase 
of their means of living; they have 
treated it simply as convertible into 
food for a greater number of children. 
It is probable, therefore, that popula- 
tion would he stimulated, and that 
after the lapse of a generation the real 
wages of labour would be no higher 
than before the improvement : the re- 
duction being partly brought about by 
a fall of money wages, and partly 
through the price of food, the cost of 
which, from the demand occasioned 
by the increase of population, would 
be ^ increased. To the extent to 
which money wages fell, profits would 
rise ; the capitalist obtaining a greater 
quantity of equally efficient labour by 
the same outlay of capital. We thus 
see that a ‘diminution qf the cost of 
living, whether arising from agricultu- 
ral improvements or from the importa- 
tion of foreign produce, if tbe habits 
and requirements of the labourers are 
not raised, usually lowers money wages 
and rent, and raises the general rate of 
profit. 

What is true of improvements which 
cheapen the production of food, is true 
also of the substitution of a cheaper for 
a more costly variety of it. The same 
land yields to the same labour a much 
greater quantity of human nutriment 
in the form of maize or potatoes, than 
in the form of wheat. If the labourers 
were to give up bread, and feed only 
on those cheaper preducts, taking as 
their compensation not a greater quan- 
tity of other consnmable commodities, 
but earlier marriages and larger fami- 
lies, the cost of labour would be much 
diminished, and if labour continued 
equally efficient, profits would rise ; 
while rent would be much lowered, 
since food for the whole population 
could be raised on half or a third part 
of the land now sown mth corn. At 
the same time, it being evident that 
land too barren to be cultivated for 
wheat might be made in case of neces- 
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sity to yield potatoes sufficient to sup- 
poi*t the little labour necessary for 
producing them, cultivation might ulti- 
mately descend lovver, and rent even- 
tually lise higher, on a potato or maize 
system, than on a corn system; be- 
cause the land would be capable of 
feeding a much larger population before 
reaching the limit of its powers. 

If the improvement, which we sup- 
pose to take place, is not in the pro- 
duction of food, but of some manufac- 
tured article consumed by the labouring 
class, the effect on wages and profits 
will at first be the same; but the 
efiect on rent very different. It will 
not be lowered ; it will even, if the ul- 
timate efiect of the improvement is an 
increase of population, be raised : in 
which last case profits will be lowered. 
The reasons are too ewident to require 
statement. 

§ 5. We have considered, on the 
one hand, the manner in which the 
distribution of the produce into rent, 
profits, and wages, is affected by the 
ordinary increase of population and 
capital, and on the other, how it is 
affected by improvements in produc- 
tion, and more especially in agricul- 
ture. We have found that the former 
cause lowers profits, and raises rent 
and the cost of labour : while the ten- 
dency of agricultural improvements is 
to diminish rent; and all improve- 
ments which cheapen any article of 
the labourer’s consumption, tend to 
diminish the cost of labour, and to 
raise profits. The tendency of each 
cause in its separate state being thus 
ascertained, it is easy to determine the 
tendency of the actual course of things, 
in which the twm movements are going 
on simultaneously, capital and popu- 
lation increasing with tolerable stea- 
diness, while improvements in agri- 
culture are made from time to time, 
and the knowledge and practice of 
improved methods become diffused 
gi-adually through the community. 

The habits and requirements of the 
labouring classes being given (wliich 
determine their real wages,) , rent, 
profits, and money wages at any given 
time, are the resffit of the composition 
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of these rival forces. If during any 
period agiicnltural improvement ad- 
vances faster than population, rent and 
money w^ages during that period will 
tend downward, and profits upward. 
If population advances more rapidly 
than agricultural improvement, either 
the laboiners will submit to a reduc- 
tion in the quantity or quality of their 
food, or if not, rent and money wages 
will progressively rise, and profits w'ill 
fall. 

Agi’icultural skill and knowledge are 
of slow growth, and still slower diffu- 
sion. Inventions and discoveries, too, 
occur only occasionally, while the in- ' 
crease of population and capital are 
continuous agencies. ■ It therefore 
seldom happens that improvement, 
even during a short time, has so much 
the start of population and capital as 
actually to lower rent, or raise the 
rate of profits. There are many 
countries in w’hich the growth of 
population and capital are not rapid, 
but in these agTicultural improvement 
is less active still. Population almost 
everywhere treads close on the heels of 
agricultural improvement, and effaces 
its efiects as fast as they are produced. 

The reason why agricultural im- 
provement seldom lowers rent, is that 
it seldom cheapens food, but only pre- 
vents it from growfing dearer; and 
seldom, if ever, throws land out of 
cultivation, hut only enables worse and. 
worse land to be taken in for the sup- 
ply of an increasing demand. Wbah 
is sometimes called the natural state 
of a country which is but half cul- 
tivated, namely, that the land is 
highly productive, and food obtained 
in great abundance by little labour, is 
only true of unoccupied countries colo- 
nized by a civilized people. In the 
United States the worst land in cul- 
tivation is of a high quality (except 
sometimes in the immediate vicinity 
of markets or means of conveyance, 
where a bad quality is compensated 
by a good situation) ; and evon if no 
further improvements were nia{le in 
agi-iculture or locomotion, cultivation 
would have many steps yet to descend, 
before the increase of population and 
capital would be brought to a stand; 
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■but in Europe five liunclred years ago, 
thoxigK so tbinfy peopled in compa- 
rison to tbe present population, it is 
probable that tbe worst land tinder tlie 
plough was, from the rude state of 
agriculture, quite as unproductive as 
the worst knd now cultivated ; and 
that cultivation had approached as 
near to the ultimate limit of proiitahle 
tillage, in those times as in the pre- 
sent. "What the agricultnral improve- 
ments since made have really done is, 
by increasing the capacity of ’ produc- 
tion of land in general, to enable til- 
lage to extend downwards to a much 
worse natural quality of land than the 
worst which at that time would have 
admitted of cultivation by a capitalist 
for profit; thus rendering a much 
greater increase of capital and popu- 
lation possible, and removing always 
a little and a little further off, the 
harrier which restrains them ; popu- 
lation meanwhile always pressing so 
hard against the harrier, that there is 
never any visible margin left for it to 
seize, every inch of ground made 
vacant for it by improvement Being at 
once filled up by its advancing columns. 
AgriculluraJ improvement may thus 
be considered to be not so much a 
counterforce conflicting with increase 
•of population, as a partial relaxation 
of the bonds which confine that in- 
crease. 

The effects produced on the division 
'Of the produce by an increase of pro- 
duction, under the joint influence of 
increase of population and capital and 
improvements of agriculture, are very 
different from those deduced from the 
hypothetical cases previously discussed. 
In particular, the effect on rent is 
most materially different. "We, re- 
marked that — while a great agricul- 
tural improvement, made suddenly and 
universally, would in the first instance 
inevitably lower rent — such improve- 
ments enable rent, in the progress of 
society, to rise gradually to a much 
higher limit than it could otherwise 
attain, since they enable a much 
lower quality of land to be ultimately 
cultivated. But in the case we are 
now supposing, which nearly cor- 
responds to the usual course of things, 


lPTEE ni. § 5. 

this ultimate effect becomes the imme- 
diate effect. Suppose cultivation to 
have reached, or almost reached, the 
utmost limit permitted by the state of 
the industrial arts, and rent, there- 
fore, to have attained nearly the high- 
est point to which it can be carried by 
the progress^of population and capital, 
with the existing amount of skill and 
knowledge. If a great agricultural 
improvement were suddenly intro- 
duced, it might throw back rent for 
a considerable space, leaving it to 
regain its lost ground by the progress 
of population and capital, and after- 
wards to go on further. But, taking 
place, as such improvement always 
does, very gradually, it causes no re- 
trograde movement of either rent or 
cultivation ; it merely enables the one 
to go on rising, and the other extend- 
ing, long after they must otherwise 
have stopped. It would do this even 
without the necessity of resorting to 
a w’orse quality of land ; simply hy 
enabling the lands already in cultiva- 
tion to yield a greater produce, with 
no increase of the proportional cost. 
If by improvements of agriculture all 
the lands in cultivation could he made, 
even with double labour and capital, 
to yield a double produce, (supposing 
that in the meantime population in- 
creased so as to require this double 
quantity) all rents would be doubled. 

To illustrate the point, let us revert 
to the numerical example in a former 
page. Three qualities of land , yield 
respectively 100, 80, and 60 bushels 
to the same outlay on the same extent 
of surface. ' If No. 1 could be made to 
yield 200, No. 2, 160, and No. 3, 120 
bushels, at only double the expense, 
and therefore without any increase of 
the cost of production, and if the popu- ' 
lation, having doubled, required all 
this increased quantity, the rent of 
No. 1 would be 80 bushels instead of 
40, and of No. 2, 40 instead of 20, 
while the price and value per bushel 
would be the same as before : so 
that com rent and money rent would 
both he doubled. I need not point 
out the difierence between this result, 
and w^hat we have shown would take 
place if there were an improvement 
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In production witliout tlie accompa- 
niment of an Increased demand for 
food. 

AgriGultiiral improvement, then, is 
always ultimately, and in tlie manner 
in whicli it generally takes place also 
immediately, beneficial to tlie landlord. 
We -may add, that when it takes place 
in that manner, it is beneficial to no 
one else. AVhen the demand for pro- 
duce fully keeps pace with the in- 
creased capacity of production, food is 
not cheapened ; the labourers are not, 
even temporarily, benefited ; the cost 
of labour is not diminished, nor profits 
raised. There is a greater aggregate 
production, a greater produce divided 
among the labourers, and a larger gross 
profit; hut the wages being shared 
among a larger population, and the 
profit spread over a larger capital, no 
labourer is better ofi', nor does any 
capitalist derive from the same amount 
of capital a larger income. 
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The result of this long investigation 
maybe summed up as follows. The 
economical progress of a sociej:y, con- 
stituted of landlords, capitalists, and 
labourers, tends to the progressive en- 
richment of the landlord class ; while 
the cost of the labourer’s subsistence 
tends on the whole to increase, and 
profits to fall- Agricultural improve- 
ments are a counteracting force to the 
two last effects ; hut the first, though 
a case is conceivable in which it would 
be temporarily checked, is ultimately 
in a high degree promoted by those 
improvements ; and the increase of 
population tends to transfer all the 
benefits derived from agricultural im- 
provement to the landlords alone. 
What other consegnences, in addition 
to these, or in modification of them, 
arise from the industrial progress of a 
society thus constituted, I shall en- 
deavour to show in the succeeding 
chapter. 


CHAPTEE lY. 

OF THE TENDENCY OP PROFITS TO A imriMTJH. 


§ 1. The tendency of profits to fall 
as society advances, which has been 
brought to notice in the preceding 
chapter, was early recognised by 
writers on industry and commerce; 
hut the laws which govern profits not 
being then understood, the phenome- 
non was ascribed to a wrong cause. 
Adam Smith considered profits to he 
determined by what he called the 
competition of capital ; and concluded 
that when capital increased, this com- 
petition must likewise increase, and 
profits must fall. It is not quite cei- 
tain -what sort of competition Adam 
Smith had here in view. His words 
in the chapter on Profits of Stock* 
are, “ When the stocks of many rich 
merchants are turned into the same 
trade, their mutual competition natu- 
rally tends to lower its profits; and 
* Wealth qf Wations^ book i. eh. 9. 


when there is a like increase of stock 
in all the difierent trades carried on in 
the same society, the same competition 
must produce the same effect in them 
all.” This passage would lead us to 
infer that, in Adam Smith’s opinion, 
the 'manner in which the competition 
of capital lowers profits is by lowering 
prices; that being usually the mode 
in which an increased investment of 
capital in any particular trade, lowers 
the profits of that trade. But if this 
was his meaning, he overlooked the 
circumstance, that the fall of price, 
which if confined to one commodity 
really does lower the profits of the 
producer, ceases to have that effect as 
soon as it extends to all commodities ; 
because, when all things have fallen, 
nothing has really fallen, except nomi- 
nally ; and even computed in money, 
the expenses of every producer have 
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diminished as mncli as his returns. 
IJnless indeed labour he the one com- 
mQdit 3 ^which has not fallen in money 
price, when all other things have : if 
so, what has really taken place is a 
rise of wages ; and it is that, and not 
the fall of prices, which has lowered 
the profits of capital. There is another 
thing which escaped the notice of 
Adam Smith ; that the supposed uni- 
versal fall of prices, through increased 
competition of capitals, is a thing 
which cannot take place. Prices are 
not determined by the competition of 
the sellers only, but also, by that of 
the buyers ; by demand as well as 
supply. The demand which affects 
money prices consists of all the money 
in the hands of the community des- 
tined to be laid out in commodities ; 
and as long as the proportion of this 
to the commodities is not diminished, 
there is no fall of general prices. 
Now, howsoever capital may increase, 
and give rise to an increased produc- 
tion of commodities, a full share of the 
capital will be drawn to the business 
of producing or importing money, and 
the quantity of money will he aug- 
mented in an equal ratio with the 
quantity of commodities. For if this 
were not the case, and if money, there- 
fore, were, as the theory supposes, 
perpetually acquiring increased pur- 
chasing power, those who produced or 
imported it would obtain constantly 
increasing profits ; and this could not 
happen without attracting labour and 
capital to that occupation from other 
employments. If a general fall of 
prices, and increased value of money, 
wore really to occur, it could only be 
as a consequence of increased cost of 
production, from the gradual exhaus- 
tion of the mines. 

It is not tenable, therefore, in theory, 
that the increase of capital produces, 
or tends to produce, a general decline 
of money prices. Neither is it true, 
that any general decline of prices, 
as capital increased, has manifested 
itself in fact. The only things ob- 
served to fall in price with the progress 
of society, are those in which there 
have been improvements in production,, 
greater than have taken place in the 


production of the precious metals ; as 
tor ^example, all spun and woven 
fabrics. Other things again, instead 
of falling,^ have risen in price, be- 
cause their cost of production, com- 
pared with that of gold and silver, has 
increased. Among these are all kinds 
of food, comparison being made with a 
much earlier period of history. The 
doctrine, therefore, that competition of 
capital lowers profits by lowering 
prices, is incorrect in fact, as well as 
unsound in principle. 

But it is not certain that Adam 
Smith really held that doctrine ; for his 
language on the subject is wavering 
and unsteady, denoting the absence of 
a definite and well-digested opinion. 
Occasionally he seems to think that 
the mode in which the competition of 
capital lowers profits, is by raising 
wages. And when speaking of the 
rate of profit in new colonies, he seems 
on the very verge of grasping the com- 
plete theory of the subject. “ As the 
colony increases, the profits of stock 
gradually diminish. When the most 
fertile and best situated lauds have 
been all occupied, less profit can be 
made by the cultivation of what is in- 
ferior both in soil and situation.” Had 
Adam Smith meditated longer on 
the subject, and systematized liis 
view of it by harmonizing with each 
other the various glimpses which he 
caught of it from different points, he 
would have perceived that this last 
is the true cause of the fall of profits 
usually consequent upon increase of 
capital. 

§ 2. Mr. Wakefield, in his Com- 
mentary on Adam Smith, and his im- 
portant writings on. Colonization, takes 
a much clearer view of the subject, 
and arrives, through a substantially 
correct series of deductions, at practi- 
cal conclusions which appear to me 
just and important ; , but he is not 
equally happy in incorporating his 
valuable speculations with the results 
of previous thought, and reconciling 
them with other truths. Some of the 
theories of Dr. Chalmers, in his chapter 
“ On the Increase and Limits of Capi- 
tal,” and the two chapters which follow 
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it, coincide in tlieir tendency and 
spirit witli those of Mr. AVakefield; 
hut Dr. Chalmers’ ideas, though de- 
livered, as is his custom, with a most 
attractive semblance of clearness, are 
really on this subject much more con- 
fused than even those of Adam Smith, 
and more decidedly infected with the 
often refuted notion that the compe- 
tition of capital lowers general prices ; 
the subject of Money apparently not 
having been included among the parts 
of Political Economy which this acute 
and vigorous writer had carefully 
studied. 

Mr. AYakefield’s explanation of the 
fall of profits is briefly this. Production 
is limited not solely by the quantity of 
capital and of labour, but also by the 
extent of the “ field of employment.” 
The field of employment for capital is 
twofold ; the land of the country, and 
the capacity of foreign markets to take 
its manufactured commodities. On a 
limited extent of land, only a limited 
quantity of capital can find employment 
at a. profit. As the quantity of capital 
approaches this limit, profit falls ; when 
the limit is attained, profit is annihi- 
lated ; and can only he restored through 
an extension of the field of employment, 
either by the acquisition of fertile land, 
or by opening new markets in foi-eign 
countries, from which food and ma- 
terials can be purchased with the 
products of domestic capital. These 
propositions are in my opinion sub- 
stantially true ; and, even to the phra- 
seology in which they are expressed, 
considered as adapted to popular and 
practical rather than scientific uses, I 
have nothing to object. The error which 
seems to me imputable to Mr. Wake- 
field is that of supposing his doctrines 
to be in contradiction to the principles 
of the best school of preceding political 
economists, instead of being, as they 
really are, corollaries from those prin- 
cijAes ; though corollaries which, per- 
haps, would not always have been 
admitted by those political economists 
themselves. 

The most scientific treatment of the 
subject which 1 have met with, is in an 
essay on the efiects of Machinery, piib-. 
lished in the Westminster Meview for 


January 1826, hy Mr. William Ellis 
which was doubtless* unknown to Mr. 
Wakefield, but which had preceded 
him, though by a different path, in 
several of his leading conclusions. This 
essay excited little notice, partly from 
being published anonymously in a joe- 
riodical, and partly because it was 
much in advance of the state of political 
economy at the time. In Mr. Ellis’s 
view of the subject, the questions and 
difliculties raised by Mr. Wakefield’s 
speculations and by those of Dr. 
Chalmers, find a solution consistent 
with the principles of political economy 
laid down in the present treatise. 

§ 3. There is at every time and place 
some particular rate of profit, which is 
the lowest that will induce the pcmplo 
of that country and time to accumulate 
savings, and to employ those savings 
productively. This minimum rate of 
profit varies according to circum- 
stances. It depends on two elements. 
One is, the strength of the eftective 
desire of accumulation ; the compara- 
tive estimate made by the people of 
that place and era, of future interests 
when weighed against present. This 
element chiefly afiects the inclination to 
save. The other element, which afiects 
not so much the willingness to save as 
the disposition to employ savings pro- 
ductively, is the degree of security of 
capital engaged in industrial opera- 
tions. A state of general insecurity, 
no doubt affects also the disposition to 
save. A hoard may be a source of ad- 
ditional danger to its reputed possessor. 
But as it may also be a powerful means 
of averting dangers, the effects in this 
respect may perhaps be looked upon as 
balanced. But in employing any funds 
which a person may possess as capital 
on his own account, or in lending it 
to others to be so employed, there is 
always some additional risk, over and 
above that incurred by keeping' it idle 
in his own custody. This extra risk is 
great in proportion as the general state 

* Now so much better known tbi'ough his 
apostolic exertions, by pen, purse, and per- 
son, for the improvement of popular educa- 
tion, atid especially for the introduction into 
it of the elements of practical Political 
Economy. 
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of societj is insecnre : it may be equi- 
valent to twenty, tbirty, or jSfty per 
cent, or to no nioi’e than one or two ; 
sometliing, however, it must always 
he: and for this, the expectation of 
profit must be sufficient to compensate. 

There would be adequate motives 
for a certain amount of saving, even 
if capital yielded no profit. There 
would he an inducement to lay by 
in good times a provision for bad; 
to reserve something for siclaiess and 
infii’mity, or as a means of leisure 
and independence in the latter part of 
life, or a help to children in the outset 
of it. Savings, however, which have 
only these ends in view, have not mnch 
tendency to increase the amount of ca- 
pital permanently in existence. These 
motives only prompt persons to save at 
one period of life what they pui'pose to 
oonstime at another, or what will he 
consumed by their children before they 
■can completely provide for themselves. 
The savings by which an addition is 
made to the national capital, usually 
emanate from the desire of persons to 
improve what is termed their condition 
in life, or to make a provision for chil- 
dren or others, independent of their 
exertions. Now, to the strength of these 
inclinations it makes a very material 
ditference how much of the desired ob- 
ject can he effected by a given amount 
and duration of self-denial; which again 
dejDends on the rate of profit. And tfere 
is in every country some rate of profit, 
below which persons in general will not 
find sufficient motive to save for the mere 
purpose of growing richer, or of leaving 
others better off than themselves- Any 
accumulation, therefore, by which the 
general capital is increased, requires as 
its necessary condition a certain rate 
of profit : a rate which an average per- 
son v/ill deem to he an equivalent for 
abstinence, with the addition of a suffi- 
cient insurance against risk. There 
are always some persons in whom the 
efiective desire of accumulation is above 
the average, and to whom less than this 
rate of profit is a sufficient inducement 
to save: hut these merely step into the 
place of others whose taste for expense 
and indulgence is beyond the average, 
and wffio, instead of saving, perhaps 


even dissipate what they have re- 
ceived. 

■ I have aheady observed that this 
minimum rate of profit, less than which 
is not consistent with the further in- 
crease of capital, is lower in some states 
of society than in others ; and I may 
add, that the kind of social progress 
characteristic of our present civfiiza- 
tion, tends to diminish it. In the first 
place, one of the acknowledged effects 
of that progress is an increase of gene- 
ral security. Destruction hy wars, and 
spoliation by private or public violence, 
are less and less to he apprehended; 
and the improvements which may be 
looked for in education and in the ad- 
ministration of justice, or, in thcii* 
default, increased regard for opinion, 
afford a growing protection against 
fraud and reckless mismanagement. 
The risks attending the investment of 
savings in productive employment, re- 
quire therefore a smaller rate of profit 
to compensate for them than was re- 
quired a century ago, and will here- 
after require less than at present. In 
the second place, it is also one of the 
consequences of civilization that man- 
kind become less the slaves of the 
moment, and more habituated to carry 
their desires and purposes forward into 
a distant future. This increase of pro- 
vidence is a natm^al result of the in- 
creased assurance with which futurity 
can be looked forward to ; and is, be- 
sides, favoured by most of tbe influ- 
ences which an industrial life exercises 
over the passions and inclinations of 
human nature. In proportion as life 
has fewer vicissitudes, as habits become 
more fixed, and great prizes are less 
and less to be hoped for by any other 
means than long perseverance, man- 
kind become more willing to sacrifice 
present indulgence for future objects. 
Tins increased capacity of forethougbt 
and self-control may assuredly find 
other things to exercise itself upon 
than increase of riches, and some con- 
siderations connected with this topic 
will shortly he touched upon. The 
present kind of social progress, how- 
ever, decidedly tends, though not per- 
haps to increase the desire of accumu- 
lation, yet to weaken the obstacles to 
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it, and to dimiiiisli tile amonnt of profit 
wbich people absolutely require as an 
inducement to save and accumulate. 
For these two reasons, diminution of 
risk and increase of providence, a profit 
or interest of three or four per cent is 
as sufficient a motive to the increase of 
capital in England at the present day, 
as thirty or forty per cent in the Bur- 
mese Empire, or in England at the 
time of Eing J ohn. In Holland during 
the last century a return of two per 
cent, on government security, was con- 
sistent with an undiminished, if not 
with an increasing capital. But though 
the minimum rate of profit is thus liable 
to vary, and though to specify exactly 
what it is would at any given time be 
impossible, such ■ a minimum always 
exists ; and whether it be high or low, 
when once it is reached, no further in- 
crease of capital can for the present 
take place. The country has then 
attained what is known to political 
economists under the name of the sta- 
tionary state. 

§ 4. We now airive at the funda- 
mental proposition which this chapter 
is intended to inculcate. When a coun- 
try has long possessed a large produc- 
tion, and a large net income to make 
savings from, and when, therefore, the 
means have long existed of making a 
great annual addition to capital ; (the 
country not having, like America, a 
large reserve of fertile land still un- 
used ;) it is one of the characteristics 
of such a country, that the rate of 
profit is habitually within, as it were, 
a hand’s breadth of the minimum, and 
the country therefore on the very verge 
of the stationary state. By this I do 
not mean that this state is likely, in 
any of the great countries of Europe, 
to be soon actually reached, or that 
capital does not still yield a profit con- 
siderably greater than what is barely 
sufficient to induce the people of those 
countries to save and accumulate. My 
meaningis, that it would require but 
a short time to reduce profits to the 
minimum, if capital continued to in- 
crease at its present rate, and no cir- 
cumstances having a tendency to raise 
the rate of profit occurred in the mean- 


time. The expansion of capital would 
soon reach its ultimate boundary, if the 
boundary itself did not continually open 
and leave more space. 

In England, the ordinary rate of 
interest on government securitiesj in 
which the risk is next to nothing, may 
be estimated at a little more than three 
per cent : in all other investments, 
therefore, the interest or profit calcu- 
lated upon (exclusively of what is pro- 
perly a remuneration for talent or ex- 
ertion) must be as much more than 
this amount, as is equivalent to the 
degree of i-isk to which the capital is 
thought to he exposed. Let us suppose 
that in England even so small a net 
profit as one per cent, exclusive of in- 
surance against risk, would constitute 
a sufficient inducement to save, hut 
that less than this would not be a suffi- 
cient inducement. I now say, that the 
mere continuance of the present annual 
increase of capital, if no circumstance 
occurred to counteract its efiect, would 
suffice in a small number of years to 
reduce the rate of net profit to one per 
cent. 

To- fulfil the conditions of the hypo- 
thesis, we must suppose an entire ces- 
sation of the exportation of capital for 
foreign investment. No more capital 
sent abroad for railways, or loans; no 
more emigrants taking capital with 
them, to the colonies, or to other coun- 
tries ; no fresh advances made, or 
credits^ given, by hankers or merchants 
to their foreign correspondents. We 
must also assume that there are no 
fresh loans for unproductive expendi- 
ture by the government,^ or on mort- 
gage, or otherwise ; and none of the 
waste of capital which now takes place 
by the failure of undertakings, which 
people are tempted to engage in* by 
the hope of a better income than can 
be obtained in safe paths at the present 
habitually low rate of profit. We must 
suppose the entire savings of the com- 
munity to be annually invested in 
really productive employment within 
the country itself ; and no new channels 
opened by industrial inventions, or by 
a more extensive substitution of the 
best known processes for inferior ones. 

Few persons wmuld hesitate to sa}”, 
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that there would he great difficulty in 
finding reiimnerative emplpj-ment every 
year for so much new capital, and most 
would conclude that there would be 
what used to he termed a general glut ; 
that commodities would he produced, and 
remain unsold, or he sold only at a loss. 
But the full examination which we have 
already given to this question,'^ has 
shown that this is not the mode in 
which the inconvenience would be ex- 
perienced. The difficulty would not 
consist in any want of a market. If 
the new capital were duly shared 
among many varieties of employment, 
it would raise up a demand for its own 
produce, and there would ho no cause 
why any part of that produce should 
remain longer on hand than formerly. 
What would really he, not merely diffi- 
cult, hut impossible, would he to em- 
ploy this capital without submitting to 
a rapid reduction of the rate of profit. 

As capital increased, population 
either would also increase, or it would 
not. If it did not, wages would rise, 
and a greater capital would be distri- 
buted in wages among the same num- 
ber of labourers. There being no more 
labour than before, and no improve- 
ments to render the labour more effi- 
cient, there would not be any increase 
of the produce ; and as the capital, 
however largely increased, would only 
obtain the same gross return, the whole , 
savings of each year would be exactly \ 
so much subtracted from the profits of 
the next and of every following year. 
It is hardly necessary to say that in 
such circumstances profits would very 
soon fall to the point at which further 
increase of capital would cease. An 
augmentation of capital, much more 
rapid than that of population, must 
soon reach its extreme limit, unless 
accompanied by increased efficiency of 
labour (through inventions and disco- 
veries, or improved mental and physical 
education), or unless some of the idle 
people, or of the unproductive labourers, 
became productive. 

If population did increase with the 
increase of capital, and in proportion to 
it, the fall of profits would still be in- 
evitable. Increased population implies 
• Bookiii. ch;i4. 


increased demand for agricultural pro- 
duce. In the absence of industrial im- 
provements, this demand can only he 
supplied at an increased cost of produc- 
tion, either by cultivating worse land, 
or by a more elaborate and costly cul- 
tivation of the land already under til- 
lage. The cost of the laboureris sub- 
sistence is therefore increased; and 
unless the labourer submits to a deteri- 
oration of his condition, profits must fall. 
In an old couiitiy^ like England, if, in 
addition to supposing all improvement 
in domestic > agriculture suspended, w& 
suppose that there is no increased pro- 
duction in foreign countries for, the 
English market, the fall of profits would 
be very rapid. If both these avenues 
to an increased supply of food were 
closed, and population continued to in- 
crease, as it is said to do, at the rate of 
a thousand a day, all waste land which 
admits- of cultivation in the existing 
state of knowledge would soon he culti- 
vated, and the cost of production and 
price of food would be so increased, 
that if the labourers received the in- 
creased money wages necessary to com- 
pensate for their increased expenses, 
profits would very soon reach the mini- 
mum. The fall of profits would be re- 
tarded if money vrages did not rise, or 
rose in a less degree ; hut the margin 
which can be gained by a deterioration 
of the labourers’ condition is a very nar- 
\ row one : in general they cannot bear 
much reduction ; when they can, they 
have also a higher standard of neces- 
sary requirements, and loill not. On 
the whole, therefore, w^e may assume 
that in such a country as England, if 
the present annual amount of savings- 
were to continue, without any of the 
, counteracting circumstances which now 
keep in check the natural influence of 
those savings in reducing profit, the 
rate of profit would speedily attain the 
minimum, and all further accumula- 
tion of capital would for the present 
cease., 

§ 5. What, then, are these counter- 
acting circumstances, which, in the 
existing state of things, maintain a 
tolerably equal struggle against the 
! downward tendency of profits, and pre- 
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vent tlie great annual savings wliicli 
take place in tins country, from de- 
pressing the rate of profit much nearer 
to that lowest point to which it is always 
tending, and which, left to itself, it 
would so promptly attain? The re- 
sisting agencies are of several kinds. 

First among them, we may notice 
one which is so simple and so conspi- 
cuous, that some political economists, 
especially M. de Sismondi ^and Dr. 
Chalmers, have attended to it almost 
to the exclusion of all others. This is, 
the waste of capital in periods of over- 
trading and rash speculation, and Jn 
the commercial revulsions by which 
such times are always followed. It is 
true that a great part of what is lost 
at such periods is not destroyed, but 
merely transferred, like a gambler’s 
losses, to more successful speculators. 
But even of these mere transfers, a 
large portion is always to foreigners, 
by the hasty purchase of unusual 
quantities of foreign goods at advanced 
prices. And much also is absolutely 
wmsted. Mines are opened, railways 
or bridges made, and many other works 
of uncertain profit commenced, and in 
these enterprises much capital is sunk 
which yields either no return, or none 
adequate to the outlay. Factories are 
built and machinery erected beyond 
what the market requires, or can keep 
in employment. Even if they are kept 
in employment, the capital is no less 
sunk ; it has been converted from cir- i 
culating into fixed capital, and has 
ceased to have any influence on wages 
or profits. Besides this, there is a 
great unproductive consumption of ca- 
pital, during the stagnation which fol- 
lows a period of general over-trading. 
Establishments are shut up, or kept 
working without any profit, hands are 
discharged, and numbers of persons in 
all ranks, being deprived of their in- 
come, and thrown for support on their 
savings, find themselves, after the 
crisis has passed away, in a condition 
of moi‘e or less impoverishment. Such 
are the effects of a commercial revul- 
sion: and that such revulsions are al- 
most periodical, is a consequence of the 
very^tendency of profits^ which we are 
considering. By the time a few years 
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have passed over without a crisis, so 
much additional capital has been ac- 
cumulated, that it is no longer possible 
to invest it at the .accustomed profit : 
allpublic secmities rise to a liigh price, 
the rate of interest on the best mer- 
cantile security falls very low, and the 
complaint is general among persons in 
business tlnit no money is to be made. 
Does not this demonstrate how speedily 
profit would be at the minimum, and 
the stationary condition of capital 
would he attained, if these accumula- 
tions went on without any counteract- 
ing principle ? But the diminished 
scale of all safe gains, inclines persons 
to give a ready e.ar to any projects 
which hold out, though at the risk of 
loss, the hope of a higher rate of 
profit ; and speculatfons ensue, which, 
with the subsequent revulsions, de- 
stroy, or transfer to foreigners, a con- 
siderable amount of capital, produce a 
temporaiy rise of interest and profit, 
make room for fresh accumulations, 
and the same round is recommenced. 

This, doubtless, is one considerable 
cause which arrests profits in their 
descent to the minimum, by sweeping 
away from time to time a part of the 
accumulated mass by which they are 
forced down. But this is not, as might 
be inferred from the language of some 
writers, the principal cause. If it 
were, the capital of the country would 
not increase ; hut in England it does 
increase gi’eatly and rapidly. This is 
shown by the increasing productiveness 
of almost all taxes, by the continual 
growth of all the signs of national 
wealth, and by the rapid increase of 
population, while the condition of the 
labourers is certainly not declining, but 
on the whole improving. These things 
prove that each commercial revulsion, 
however disastrous, is very far from de- 
stroying all the capital which has been 
added to the accumulations of the 
country since the last revulsion pre- 
ceding it, and that, invariably, room is 
either found or made for the profitable 
employment of a perpetually increasing 
capital, consistently with not forcing 
down profits to a lower rate. 

§ 6. This brings us to the second of 
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tlie counter-agencies, namely, improve- 
ments in production. These evidently 
have the effect of extending what Mr. 
■Wakefield terms the field of employ- 
ment, that is, they enable a greater 
amount of capital to he accnmnlated 
and , employed without depressing the 
rate of profit : provided always that they 
do not raise, to a proportional extent, 
the habits and req^uirements of the la- 
bourer. If the labouring class gain 
the full advantage of the increased 
cheapness, in other words, if money 
wages do not fall, profits are not raised, 
nor their fall retarded. -But if the 
labourers people up to the improve- 
ment in their condition, and so relapse 
to their previous state, profits will rise. 
All inventions which cheapen any of 
the things consumed by the labourers, 
unless their requirements are raised in 
an equivalent degree, in time lower 
money wages : and by doing so, enable 
a greater capital to be accumulated 
and employed, before pi’ofits fall back 
to what they were previously. 

Improvements which only affect 
things consumed exclusively by the 
richer classes, do not operate precisely 
in the same manner. The cheapening 
of lace or velvet has no effect in dimi- 
nishing the cost of labour ; and no 
mode can be pointed out in which it 
can raise the rate of profit, so as to 
make room for a larger capital before 
the minimum is attained. It, however, 
produces an effect which is virtually 
equivalent; it lowers, or tends to 
lower, the minimum itself. In the first 
place, increased cheapness of articles 
of consumption promotes the incliua- 
tion to save, by affording to all con- 
sumers a surplus which they may lay 
by, consistently with their accustomed 
manner of living ; and unless they 
were previously suflering actual hard- 
ships, it will require little self-denial 
to save some part at least of this sur- 
plus. In the next place, whatever 
enables people to live equally well on 
a smaller income, inclines them to lay 
by capital for a lower rate of profit. 
If people can live on an independence 
of 500Z. a year in the same manner as 
they formerly could on , one of lOOOk, 
some persons will be induced to save 


in hopes of tbe one, who would have 
been deterred by the more remote 
prospect of the other. All improve- 
ments, therefore, in the production of 
almost any commodity, tend in some 
degree to widen the interval which has 
to be passed before arriving at the 
stationary state : but this effect belongs 
in a much greater degree to the im- 
provements which affect the articles 
consumed by the labourer, since these 
conduce to it in two ways ; they induce 
people to accumulate for a lower profit, 
and they also raise the rate of profit 
itself. 

§ 7. Equivalent in effect to improve- 
ments in production, is the acquisition 
of any new power of obtaining cheap 
commodities from foreign countries. If 
necessaries are cheapened, whether 
they are so^ by improvements at home 
or importation from abroad, is exactly 
the same tiling to wages and profits. 
Unless the labourer obtains, and by an 
improvement of bis habitual standard, 
keeps, the whole benefit, the cost of 
labour is lowered, and the rate of profit 
raised. As long as food can continue 
to he imported for an increasing popu- 
lation without any diminution of cheap- 
ness, so long the declension of profits 
through the increase of population and 
capital is arrested, and accumulation 
may go on without making the rate of 
profit draw nearer to the minimum. 
And on this ground it is believed by 
some, that the repeal of the corn laws 
has opened to this country a long era 
of rapid increase of capital with an 
undiminished rate of profit. 

Before inquiring whether this expec- 
tation is reasonable, one remark must 
be made, which is much at variance 
with commonly received notions. Fo- 
reign trade does not necessarily increase 
the field of employment for capital. It 
is not the mere opening of a market 
for a country’s productions, that tends 
to raise the rate of profits. If nothing 
were obtained in exchange for those 
productions but the luxuries of the rich, 
the expenses of no capitalist would be 
diminished ; profits would not be at all 
raised, nor room made for the accumu- 
lation of more capital without sub- 
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mitting to a reduction of profits : and 
if the attainment of the stationary 
state were at all I'etarded, it -vyould 
only he because the diminished cost at 
which a certain degree of luxury could 
he enjoyed, might induce people, in 
that prospect, to make fresh savings 
for a lower profit than they formerly 
were willing to do. When foreign 
trade makes room for more capital at 
the same profit, it is by enabling the 
necessaries of life, or the habitual ar- 
ticles of the labourer’s consumption, to 
be obtained at smaller cost. It may 
do this in two ways ; by the importa- 
tion either of those commodities them- 
selves, or of the means and appliances 
for producing them. Cheap iron has, 
in a certain measure, the same effect 
on profits and the cost of labour as 
cheap corn, because cheap iron makes 
cheap tools for agriculture and cheap 
machinery for clothing. But a foreign 
trade which neither directljr, nor hj 
any indirect consequence, increases 
the cheapness of anything consumed 
by the labourers, does not, any more 
than an inyeiition or discovery in the 
like case, tend to raise profits or retard 
their fall; it merely substitutes the 
production of goods for foreign markets, 
in the room of the home production of 
luxuries, leaving the emplojrment for 
capital neither greater nor less than 
before. It is true, that there is scarcely 
any export trade which, in a country 
that already imports necessaries or ma- 
terials, comes within these conditions 
for every increase of exports enables 
tire country to obtain all its imports on 
cheaper terms than before. 

A country which, as is now the case 
with England, admits food of all kinds, 
and all necessaries and the materials 
of necessaries, to be freely imported 
from all parts of the world, no longer 
depends on the fertility of her own soil 
to keep up her rate of profits, but on the 
soil of the whole world. It remains 
to consider how far this resource can 
be counted upon for making head 
during a very long period against the 
tendency of profits to decline as capital 
increases. 

It must, ^ of course, be supposed that 
with the increase of capital, popula- 


tion also increases ; for if it did not, 
the consequent rise of wages would 
bring down profits, in spite of any 
cheapness of food. Suppose then that 
the population of Great Britain goes 
on increasing at its present rate, and 
demands every year a supply of imported 
food considerably beyond that of the 
year preceding. This annual increase 
in the' food demanded fi’oni the export- 
ing countries, can only be obtained 
either by great improvements in their 
agriculture, or by the application of a 
great additional capital to the growth 
of food. The former is likely to be a very 
slow process, from the rudeness and 
ignorance of the agidcultural classes in 
the food-exporting countries of Enrope, 
while the British colonies and the 
United States are already in possession 
of most of the improvements yet made, 
so far as suitable to their circumstances. 
There remains as a resource, the ex- 
tension of cultivation. And on this it 
is do he remarked, that the capital by 
which any such extension can take 
place, is mostly still to be created. In 
Poland, Eussia, tiuugary, Spain, the 
increase of capital is extremely slow. 
In America it is rapid, but not more 
rapid than the population. The prin- 
cipal fund at present available for sup- 
plying this country with a yearly in- 
creasing importation of food, is that 
portion of the annual savings of 
America which has heretofore been 
applied to increasing the manufacturing 
establishments of the United States, 
and which' free trade in corn may pos- 
sibly divert from that purpose to grow- 
ing food for our market. This limited 
source of supply, unless great improve- 
ments take place in agriculture, cannot 
be expected to keep pace with the 
growing demand of so rapidly increas- 
ing a population as that of Great Bri- 
tain ; and if our population and capital 
continue to increase with their present 
rapidity, the only mode in which food 
can continue to he supplied cheaply to 
the one, is by sending the other abroad 
to produce it. 

§ 8. This brings us to the last of the 
counter-forces which check the dovm- 
ward tendency of profits in a country 
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•whose capital increases faster than said truly that, up to a certain point, 
that of its neighbours, and: whose pro- the more capital we send away, the 
fits are therefore nearer to the mi- more we shall possess and be able to 
nimum. This is, the perpetual over- retain at home, 
flow of capital into colonies or foreign In countries which are further ad- 
coimtries, to seek higher profits than vanced in industry and population, and 
can he obtained at home. I believe have therefore a lower rate of profit, 
this to have been for many years one than others, there is always, long 
of the principal causes by which the before the actual minimum is reached, 
decline of profits in England has been a practical niininium, viz. when profits 
arrested. It has a twofold operation, have fallen so much below what they 
In the first place, it does what a fire, are elsewhere, that, were they to fall 
or an inundation, or a commercial crisis lower, all further accumulations would 
would have done: it carries off apart go abroad. In the present state of 
of the increase of capital from which the indimtry of the world, when there 
the reduction of profits proceeds. Se- is occasion, in any rich and improving 
condly, the capital so earned off is not country, to take the minimum of profits 
lost, but is chiefly employed either in at all into consideration for practical 
founding colonies, which become large purposes, it is only this practical mi- 
exporters of cheap agricultural produce, nimum that needs be considered As 
or in extending and perhaps improv- long as there are old countries where 
ing the agriculture of older commu- capital increases very rapidly, anff new 
nities. It is to the emigTation^of En- countries whei*e profit is still high, 
glish capital, that we have chiefly to profits in the old countries will not sink 
look for beeping np a supply of cheap to the rate which would put a stop to 
food and cheap materials of clothing, accumulation; the fall is stopped at the 
proportional to the increase ^ of our point which sends capital abroad. It 
population : thus enabling an increas- is only, however, by improvements in 
ing capital to find employnnent in the production, and even in the prodiction 
countr;^, without reduction of profit, in of things consumed by labourers, that 
producing manufactured articles with the capital of a country like England 
which to pay for this supply of raw is prevented from speedily reaching 
produce. Thus, the exportation of that degree of lowness of profit, which 
capital is an agent of great efiicacy in would cause all further savings to be 
extending the field of employment for sent to find emplojmient in the colonies, 
that which remains : and it may be or in foreign countries. 


CHAPTEE V. 

CONSEQUEXCES OF THE TENDEKCY OP PKOFITS TO X MINIMUM. 

§ 1. The theory of the effect of ac- profits are low, the immense irapor- 
cumulation on profits, laid down in the tance which used to be attached by 
preceding chapter, materially alters ^ political economists to the efiects which 
many of the practical conclusions which an event or a measure of government 
might otherwise he supposed to follow might have in adding to or subtracting 
from the general principles of Political from the capital of the country. AVe 
Economy, and which were, indeed, long have now seen that the lowness of pro- 
admitted as true by the highest autho- fits is a proof that the spirit of accu- 
rities on the subject. mulation is so active, and that the 

It must gi’eatly abate, or rather, al- increase of capital has proceeded at so 
together destroy, in countries where rapid a rate, as to outstrip the two 
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coimter-agencies, improvements in pro- 
duction, and increased supply of cheap 
necessaries from abroad : and that un- 
less a considerable portion of the annual 
increase of capital were either periodi- 
cally destroyed, or exported for foreign 
investment, the country would speedily 
attain the point at which farther accu- 
mulation would cease, or at least spon- 
taneously slacken, so as no longer to 
overpass the march of invention in -the 
arts which produce the necessaries of 
life. In such a state of things as this, 
a sudden addition to the capital of the 
country, unaccompanied by any increase 
of productive power, would be but of 
transitory duration ; since, by depress- 
ing profits and interest, it would either 
diminish by a corresponding amount 
the savings which 'would be made from 
income in the year or two following, or 
it would cause an equivalent amount 
to be sent abroad, or to be wasted in 
rash speculations. Neither, on the 
other hand, would a suddeii abstraction 
of capital, unless of inordinate amount, 
have any real effect in impoverishing 
the country. After a few months or 
years, there would exist in the coun- 
try just as much capital as if none had 
been taken away. The abstraction, by 
raising profits and interest, woiald give 
a fresh stimulus to the accumulative 
principle, which would speedily fill up 
the vacuum. Probably, indeed, the 
only effect that would ensue, would he 
that for some time afterwards less capi- 
tal would be exported, and less thrown 
away in hazardous speculation. 

In the first place, then, this view of 
things greatly weakens, in a 'wealthy 
and industrious country, the force of 
the economical argument against the 
expenditure of public money for, really 
valuable, even though industriously un- 
productive, purposes. If for any gi’eat 
object of justice or philanthropic policy, 
such as the industrial regeneration of 
Ireland, or a comprehensive measure 
of colonization or of public education, 
it 'were proposed to raise a large sum 
byway of loan, politicians need not 
demur to the abstraction of so much 
capital, as tending to dry up the per- 
manent sources of the country’s wealth, 
and diminish the fund 'which supplies 

P.B. 


the subsistence of the labouring popu- 
lation. The utmost expense which 
could be requisite for any of these pur- 
poses, would not in all probability de^ 
prive one labourer of employment, or' 
dimmish the next year’s production by 
one ell of cloth or one bushel of grain.. 
In poor countries, the capital of tlicr 
country requires the legislator’s sedu- 
lous care ; he is bound to he most 
cautious of encroaching upon it, and. 
should favour to the utmost its accu- 
mulation at home, and its introduction, 
from abroad. But in rich, populous,, 
and highly cultivated countries, it is- 
not capital which is the deficient ele- 
ment, but fertile land ; and what th& 
legislator should desire and promote, i© 
not a greater aggregate saving, hut so> 
greater return to savings, either by im- 
proved cultivation, or by access to the 
produce of more fertile lands in other 
parts of the globe. In such countries^ 
the government may take any moderate 
portion of the capital of the country 
and expend it as revenue, without 
afiecting the national wealth : the whole 
being either dra'wn from that portion 
of the annual savings which would 
otherwise he sent abroad, or being sub* 
tracted from the unproductive expendi- 
ture of ihdi'viduals for the next year or 
two, since every million spent makes 
room for another million to be saved 
before reaching the overflowing point* 
When the object in view is 'worth the 
sacrifice of such an amount of the ex- 
penditure that furnishes the daily en- 
joyments of the people, the only well- 
grounded economical objection against 
taking the necessary funds directly 
from capital, consists of the inconve- 
niences attending the process of rais- 
ing a revenue by taxation, to pay the 
interest of a debt. 

The same considerations enable us 
to throw aside as unworthy of regards 
one of the common arguments against 
emigration as a means of relief for the 
labouring class. Emigration, it is said^ 
can do no good to the labourers, if, ia . 
order to defray the cost, as much must 
he taken away from the capital of the 
country as from its population. That 
anything like this proportion could re- 
quire to be abstracted from capital for 
GQ 
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"tlie purpose even of tlie most extensive 
oolonization, few, I slionld tMnk, would 
now assert: but even on that untenable 
supposition, it is an error to suppose 
that no benefit would be conferred on 
the labouring class. If one-tentb of 
ntbe labouring people of England were 
transferred to the colonies, and along 
with, them one-tentb of the circulating 
capital of the country, either wages, or 
profits, or both, would be greatly bene- 
fited, by the diminished pressure of 
capital and population upon the ferti- 
lity of the land. There would be n 
reduced demand for food : the inferior 
arable lands would be thrown out of 
cultivation, and would become pasture ; 
the superior would be cultivated^ less 
highly, but with a greater proportional 
return ; food would be lowered in price, 

. and though money wages would not 
rise, every labourer would be consider- 
ably improved in circumstances ; an 
improvement which, if no increased 
stimulus to population and fall of wages 
ensued, would be permanent ; while if 
Aere did, profits would rise, and accu- 
mulation start forward so as to repair 
the loss of capital. The landlords alone 
would sustain some loss of income; and 
even they, only if colonization went to 
the length of actually diminishing capi- 
tal and population, but not if it merely 
-carried off the annual increase. 

§ 2. From the same principles we 
.are now able to arrive at a final con- 
clusion respecting the effects which 
machinery, and generally the sinking 
cf capital for a productive purpose, pro- 
duce upon the immediate and ultimate 
interests of the labouring class. The 
characteristic property of this class of 
industrial improvements is the convenr 
sion of circulating capital into fixed : 
and it was shown in the First Book,* 
that in a country where capital accu- 
mulates slowly, the introduction of ma- 
chinery, permanent improvements of 
land, and the like, might be, for the time, 
extremely injurious ; since the capital 
ao employed miglit he directly^ taken 
ff:om the wages fund, the subsistence 
cf the people and the employment for 
•labour curtailed, and the gross annual 
* Supra, p. 69. 


produce of the country actually dimi- 
nished. But in a country of great 
annual sayings and low profits, no such 
effects need he apprehended Since 
even the emigration of capital, or its 
unproductive expenditure, or its abso- 
lute waste, do not in such a country, 
if confined within any moderate bounds, 
at all diminish the aggregate amount 
of the wages fund — still less can the 
mere conversion of a like sum into fixed 
capital, which continues to be produc- 
tive, have that effect. It merely draws 
off at one orifice what was already flow- 
ing out at another;, or if not, the greater 
vacant space left in the reservoir does 
but cause a greater quantity to flow in. 
Accordingly, in spite of the mischievous 
derangements of the money-market 
which have been occasioned by the 
sinking of great sums in railways, I was 
never able to agree with those who 
apprehended mischief, from this source, 
to the productive resources of the coun- 
try. Not on the absurd ground (which 
to any one acquainted with the ele- 
ments of the subject needs no confuta- 
tion) that railway expenditure is a mere 
transfer of capital from hand to hand, 
by which nothing is lost or destroyed. 
This is true of what is spent in the pur- 
chase of the land ; a portion too of what 
is paid to parliamentary agents, coun- 
sel, engineers, and surveyors, is saved 
by those who receive it, and becomes 
capital again : but what is laid out 
in the bond fide construction of the rail- 
way itself, is lost and gone; when once 
expended, it is incapable of ever being 
paid in wages or applied to the main- 
tenance of labourers again; as a matter 
of account, the result is that so much 
food and clothing and tools have been 
consumed, and the country has got a 
railway instead. But what I would 
urge is, that sums so applied are mostly 
a mere appropriation of the annual 
overflowing which would otherwise have 
gone abroad, or been thrown away un- 
profitably, leaving neither a rail way nor 
any other tangible result. The railway 
gambling of 1844 and 1845 probably 
saved the country from a depression of 
profits and interest, and a rise of all 
public and private securities, which 
would have engendered still wilder spe- 
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CTilations, and when the effects came 
■afterwards to he complicated by the 
scarcity of food, would have ended in a 
still more formidable crisis than was 
experienced in the years immediately 
following. In the poorer countries of 
Europe, the rage for railway construc- 
tion might have had worse conse(3[uences 
than in England, were it not that in 
those countries such enterprises are in 
a great measure carried on by foreign 
capital. The railway operations of the 
various nations of the world may be 
looked upon as a sort of competition 
for the overflowing capital of the coun- 
tries where profit is low and capital 
abundant, as England and Holland. 
The English railway speculations are 
a struggle to keep our annual increase 
of capital at home ; those of foreign 
countries are an effort to obtain it.* 

It already appears from these con- 
siderations, that the conversion of cir- 
culating capital into fixed, whether by 
railways, or manufactories, or ships, or 
machinery, or canals, or mines, or works 
of drainage and irrigation, is not likely, 
in any rich country, to diminish the 
gross produce or the amount of employ- 
ment for labour. How much then is the 
case sti’engthened, when we consider 
that these transformations of capital are 
of the nature of improvements in produc- 
tion, which, instead of ultimately dimi- 
nishing circulating capital, are the ne- 
cessary conditions of its increase ; since 
they alone enable a country to possess 
a constantly augmenting capital, with- 
out reducing profits tO' the rate which 
would cause accumulation to stop. 
There is hardly any increase of fixed 
capital which does not enable the 
conn try to contain eventually a larger 
circulating capital, than it otherwise 
could possess and employ within, its 


* It is hardly needful to point out how 
jfully the remarlis in the text have been veri- 
fied by subsequent facts. The capital of the 
country, far from having been in any degree 
impaired by the large amount sunk in rail- 
way construction, was soon again over- 
flowing, 


own limits; for there is hardly any 
creation of fixed capital which, when 
it proves successful, does not cheapen 
the articles on which wages are habi- 
tually expended. All capital sunk in 
the permanent improvement of land 
lessens the^ cost of food and materials ; 
almost all improvements in machinery 
cheapen the labourer’s clothing or 
lodging, or the tools with which these 
are made ; improvements in locomotion, 
such as railways, cheapen to the con- 
sumer all things which are brought 
from a distance. All these improve- 
ments make the labourers better off 
with the same money wages, better off 
if they do not increase their rate of 
multiplication. But if they do, and 
wages consequently fall, at least profits 
rise, and, while accumulation receives 
an immediate stimulus, room is made 
for a greater amount of capital before 
a sufficient motive arises for sending t 
abroad. Even the improvements which 
do not cheapen the things consumed 
by the labourer, and which, therefore, 
do not raise profits nor retain capital 
in the country, nevertheless, as we have 
seen, by lowering the minimum of profit 
for which people will ultimately consent 
to save, leave an ampler margin than 
■previously for eventual accumulation, 
cfore arriving- at the stationary staie. 

We may conclude, then, that im- 
provements in production, and emigra- 
tion of capital to the more fertile soils 
andiinworked mines of the uninhabited 
or thinly peopled parts of the globe, do 
not, as appears to a superficial view, 
diminish the gross produce and the 
demand for labour at home, but, on 
the contrary, are what we have chiefiy 
to depend on for increasing both, and 
l^are even the necessaiy conditions of 
any great or prolonged augmentation 
of either, Hor is it any exaggeration 
to say, that within certain, and not 
very narrow, limits, the more capital a 
country like England expends in these 
two ways, the more she will have left. 
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CHAPTER VI. 

OF THE STATIONAKY STATE. 


§ 1. The preceding chapters com- 
prise the general theory of the econo- 
mical progress of society, in the sense 
in which those terms are commonly 
understood; the progress of capital, of 
population, and of the productive arts. 
But in contemplating any progressive 
movement, notin its nature unlimited, 
the mind is not satisfied with merely 
tracing the laws of the movement ; it 
cannot hut ask the further question, to 
what goal? Towards what ultimate 
point is society tending hy its indus- 
trial progress? When the progi’ess 
ceases, in what condition are we to 
expect that it will leave mankind? 

It must always have been seen, more 
or less distinctlj^, by political econo- 
mists, that the increase of wealth is 
not boundless : that at the end of what 
they term the progressive state lies the 
stationary state, that all progress in. 
wealth is but a postponement of this, 
and that each step in advance is an 
approach to it. We have now been 
led to recognise that this ultimate goal 
is at all times near enough to be fully 
in view ; that we are always on the 
verge of it, and that if we have not 
reached it long ago, it is because the 
goal itself flies before us. The richest 
and most prosperous countries would 
very soon attain the stationary state, 
if no further improvements were made 
in the productive arts, and if there 
were a suspension of the overflow of 
capital from those countries into the 
uncultivated or ill-cultivated regions of 
the earth. 

This impossihility of ultimately 
avoiding the stationary state — this 
irresistible necessity that the stream 
of human industry should, finally 
spread itself out into an apparently 
stagnant sea — ^must have heen, to the 
political economists of the last two 
generations, an unpleasing and dis^ 
couraging prospect ; for the tone and 
tendency of their speculations goes 


completely to identify all that is econo- 
mically desirable with the progressive- 
state, and with that alone. With Mr. 
M'CuUoch, for example, prosperity does 
not mean a large production and a good 
distribution of wealth, hut a rapid in- 
crease of it ; his test of prosperity is 
high profits ; and as the tendency of 
that very increase of wealth, which he 
calls prosperity, is towards low profits, 
economical progress, according to him, 
must tend to the extinction of pros- 
perity. Adam Smith always assumes 
that the condition of the mass of the 
ppple, though it may not he positively 
distressed, must he pinched and stinted 
in a stationary condition of wealth, and 
can only be satisfactory in a progressive 
state. The doctrine that, to however 
distant a time incessant struggling may 
put off our doom, the progress of society 
must “ end in shallows and in miseries,” 
far^ from being, as many people still 
believe, a wicked invention of Mr. MaL- 
thus, was either expressly or tacitly 
affirmed by his most distinguished pre- 
decessors, and can only he successfully 
combated on his principles. Before at- 
tention had been directed to the prin- 
ciple of population as the active force 
in determining the remuneration of 
labour, the increase of mankind was 
virtually treated as a constant quan- 
tity: it was, at all events, assumed 
that in the natural and normal state 
of human afiairs population must con- 
stantly increase, from which it followed 
that a constant increase of the means 
of support was essential to the physical 
comfort of the mass of mankind. The 
publication of Mr. Malthns’ Essay is. 
the era from which better views of this 
subject must be dated; and notwith- 
standing the acknowledged errors of 
his first edition, few writers have done 
more than himself, in the subsequent 
editions, to promote these juster and 
more hopeful anticipations. 

Even in a progressive state of capital, 
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in old countries, a conscientious or pru- tion, and those European nations which 
dential restraint on population is indis- have hitherto been so fortunate as to 
pensable, to prevent the increase of be preserved from it, maj have it yet 
numbers from outstripping the in- to imdergo. It is an incident of growth, 
crease of capital, and the condition not a mark of decline, for it is not ne- 
of the classes who are at the bottom cessarily destructive of the higher as- 
of society from being deteriorated, pirations and the heroic virtues ; as 
Where there is not, in the people, or America, in her great civil war, is 
in some very large proportion of them, proving to the world, both by her con- 
a resolute resistance to this deteriora- duct as a people and by numerous 
tion~a determination to preserve an es- splendid individual examples, and as 
tablished standard of comfort — the con- England, it is to be hoped, would also 
dition of the poorest class sinks, even prove on an equally trying and exciting 
in a progressive state, to the lowest occasion. But it is not a kind of social 
point which they will consent to en- perfection which philanthropists to 
dure. The same determination would come will feel any very eager desire to 
be equally effectual to keep up their assist in realizing. Most fitting, in- 
condition in the stationary state, and deed, is it, that while riches are power, 
would be quite as likely to exist. In- and to grow as rich as possible the 
deed, even now, the countries in which universal object of ambition, the path 
the greatest prudence is manifested in to its attainment should be open to all, 
the regulating of population, are often without favour or partiality. But the 
those in which capital ^increases least best state for human nature is that in 
rapidly. Where there is an indefinite which, while no one is poor, no one 
prospect of employment for increased desires to he richer, nor has any reason 
numbers, there is apt to appear less to fear being thrust back,, by the efforts 
necessity for prudential restraint. If it of Others to push themselves forward 
were evident that a new hand could not That the energies of mankind should 

obtain employment but by displacing, he kept in employment by the struggle 
or succeeding to, one already employed,, for riches, as they were formerly by 
the combined infiuencesof prudence and tlie struggle of war, until tbe better 
public opinion might in some measure minds succeed in educating the others 
be relied on for restricting the coming into better things, is undoubtedly more 
generation within the numbers neces- desirable than that they should rust 
eary for replacing the present. and stagnate. While minds are coarse 

they require coarse stimuli, and let 
§ 2. I cannot, therefore, regard the them have them. In the meantime, 
stationary state of capital and wealth those who do not accept the present 
with the unaffected aversion so gene- very early stage of human improve- 
rally manifested towards it by political ment as its ultimate type, may be 
'economists of the old scbooh ,1 am in- excused for being comparatively indif- 
clined to believe that it would be, on ferent to the kind of economical pro- 
the whole, a very conridemble improve- gress which excites the congratulations 
ment on our present condition. I^con-« of ordinary politicians; the mere in- 
fess am not charmed with the ideal crease of production and accumulation, 
of life held out by those who think Eor the safety of national independence 
that the normal state of human beings it is essential that a country should not 
is that of struggling to get on; that fall much behind its neighbours in these 
iilie trampling, crushing, elbowing, and things. But in themselves they are of 
treading on each other’s heels, which little importance, so long as either the 
form the existing type of social life, increase of population or anything else 
-are the most desirable lot of human prevents the mass of the people from 
kind, or anything but tbe disagi*eeable reaioing any part of the benefit of them. 
'Symptoms of one of the phases of in- I know not why it should be matter of 
dustrial progress. It may be a neces- congratulation that persons who are 
•sary stage in the progress of civiliza- already richer -than any one needs to 
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be, sbould baye doubled their means of 
consuming things which give little or 
no pleasure except as representative of 
wealth; or that numbers of individuals 
should pass over, every year, from the 
middle classes into a richer class, or 
from the class of the occupied rich to 
.that of the unoccupied. It is only in 
the backward countries of the world 
that increased production is still an im- 
portant object : in those most advanced, 
what is economically needed is a better 
distribution, of which one indispensable 
means is a stricter restraint on popula- 
tion. Levelling institutions, either of 
a just or of an unjust kind, cannot 
alone accomplish it; they may lower 
the heights of society, hut they cannot, 
of themselves, permanently raise the 
depths. 

On the other hand, we may suppose 
this better distribution of property at- 
tained, by the joint effect of the pru- 
dence and frugality of individuals, and 
of a system of legislation favouring 
equality of fortunes, so ^ far as is con- 
sistent with the just claim of the indi- 
vidual to the fruits, whether gi’eat or 
small, of his or her own industrjr. We 
may suppose, for instance, (according 
to the suggestion thrown out in a former 
chapter,*) a limitation of the sum which 
any one person may acquire hy ^ft or 
inheritance, to the amount sufficient to 
constitute a moderate independence. 
Under this twofold influence, society 
would exhibit these leading features: 
a well-paid and affluent body of la- 
bourers ; no enormous fortunes, except 
what were earned and accumulated 
during a single lifetime; hut a much 
larger body of persons than at present, 
not only exempt from the coarser toils, 
but with sufficient leisure, both physical 
and mental, from, mechanical, details, 
to cultivate freely the graces of life, 
and afford examples of them to the 
classes less favourably circumstanced 
for their growth. This condition of 
society, so greatly preferable to the 
present, is not only perfectly compatible 
with the stationary state, but, it would 
seem, more naturally allied with that 
state than with any other. 

There is room in the worlds no doubt, 

* S'UDra. n. 13^. 


and even in old countries, for a great 
increase of population, supposing the 
arts of life to go on improving, and 
capital to increase. But even if innocu- 
ous, I confess I see very little reason 
for desiring it. The density of popula- 
tion necessary to enable mankind to 
obtain, in the greatest degree, all the 
advantages both of co-operation and of 
social intercourse, has, in all the most 
populous countries, been attained. A 
population maybe too crowded, though 
all be amply supplied with food and 
raiment. It is not good for man to he 
kept perforce at all times in the pre- 
sence of his species. A world from which 
solitude is extirpated, is a very poor 
ideal. Solitude, in the sense of being 
often alone,, is essential to any depth of 
meditation or of character; and soli- 
tude in the presence of natural beauty 
and grandeur, is the cradle of thoughts 
and aspirations which are not only good 
for the individual, hut which society 
could in do without, hlor is there much 
satisfaction in contemplating the world 
with ^nothing left to the spontaneous 
activity of nature ; with' every rood of 
land brought into cultivation, which is 
capable of growing food for human 
beings ; every flowery waste or natural 
pasture |>loughed up, all quadrapeds or 
birds which are not domesticated for 
man’s use exterminated as Ms rivals 
for food, every hedgerow or superfluous 
tree rooted out, and scarcely a place 
left where a wild shrub or flower could 
grow without being eradicated as a 
weed in the name of improved agricul- 
ture. If the earth must lose that great 
portion of its pleasantness which it 
owes to things that the unlimited in- 
crease of wealth and population would 
'extirpate from it, for the mere purpose 
of enabling it to support a larger, but 
not a better or a happier population, I 
sincerely hope, for the sake of posterity, 
that they will be content to be sta- 
tionary, long before necessity compelS' 
them to it. 

It is scarcely necessary to remark 
that a stationary condition of capital 
and population implies no stationary 
state of human improvement. There 
would be ‘as much scope as ever for all 
kinds of mental culture, and moral and 


PEOBABLE FUTLm OF THE LABOUEina CLASSES. 455^ 


social progress ; as miicli room for im- 
proving the Art of Living, and much 
more likelihood of its being improved, 
when minds ceased to he engrossed by 
the art of getting on. Even the indus- 
trial arts might be as earnestly and as 
successfully cultivated, with this sole 
^fference, that instead of serving no 
purpose but the increase of wealth, in- 
dustrial improvements would produce 
their legitimate effect, that of abridging 
labour. Hitherto it is questionable if 
all the mechanical inventions yet made 
have lightened the day’s toil of any 
human being. They have enabled^ a 
greater population to live the same life 
of drudgery and imprisonment, and an 


increased number of manufacturers and 
others to make fortunes. ^ They have 
increased the comforts of the middle 
classes. But they have not yet begun 
to effect those great changes in human 
destiny, which it is in their nature and 
in their futurity to accomplish. Only 
when, in addition to just institution s, 
the increase of mankind shall be under 
the deliberate guidance of judicious fore- 
sight, can the conquests made from the 
powers of nature by the intellect and 
energy of scientific discoverers, become- 
the common property of the species, 
and the means of improving and ele- 
vating the universal lot. 


CHAPTER m 


Oir THE PEOBABLE FUTUEITr OP THE LABOUEIEQ- CLASSES. 


§ 1. The ohseiwations in the pre- 
ceding chapter had for their principal 
object to deprecate a false ideal of 
human society. Their applicability to 
the practical purposes of present times, 
consists in moderating the inordinate 
importance attached to the ^ mere in- 
crease, of production, and. fixing atten- 
tion upon improved distribution, and a 
large remuneration of labour, as the 
two desiderata. Whether the aggre- 
gate produce increases absolutely or 
not, is a thing in which, after a certain 
amount has been obtained, neither the 
legislator nor the philanthropist need 
feel any strong interest: but, that it 
should increase relatively to the num- 
ber of -those who share in it, is ofth|^i 
utmost possible importance; and this,' 
(whether the wealth of mankind be 
stationary, or increasing at the most 
rapid rate ever known in an old country,) 
must depend on the opinions and habits 
of the most numerous class, the class of 
manual labourers. 

When I speak, either in this place or 
elsewhere, of “ the labouring classes,’’ 
or of labourers as a “ class,” I use those 
phrases in compliance with custom, 
and as descriptive of an existing, but 


by no means a necessary or permanent 
state of social relations. 1 do not re- 
cognise as either just or salutary, a 
state of society in which there is any 
“ class” which is not labouring ; afiy 
human beings, exempt from bearing 
their share of the necessary labours of • 
human life, except those unable to 
labour, or who have fairly earned rest 
by previous toil. So long, however, as 
the great social evil exists of a non- 
labouring class, labourers also consti- 
tute a class, and may be^ spoken of, 
though only provisionally, in that cha- 
racter. ' 

Considered in its moral and social 
aspect, the state of the labouring people 
has latterly been a subject of much 
more speculation and discussion than 
formerly ; , and the opinion, that it is 
not now what it ought to he, has be- 
come very general. The suggestions 
which have been promulgated, and the 
controversies which have been excited,, 
on detached points rather than on the 
foundations of the subject, have put in. 
evidence the existence of two conffict-. 
ing theories, respecting the social posi-. 
tion desirable' for manual labourers-.. 
The one may be caIlo.d. the; theojy of 
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dependence and protection, the otiier 
, that of self-dependence. 

Acccrding to the former theory, the 
lot of the poor, in all things which 
affect them collectively, should he re- 
gulatedybr them, not h?/ them. They 
ishonld not be required or encouraged 
to think for themselves, or give to their 
own reflection or forecast an influential 
voice in the determination of their des- 
tiny. ^ It is supposed to be the duty of 
the higher classes to think for them, 
and to take the responsibility of their 
lot, as the commander and officers of 
an army take that of the soldiers com- 
posing it. This function, it is con- 
tended, the higher classes should pre- 
pare themselves to perform conscien- 
tiously, and their whole demeanour 
should impress the poor with a reliance 
an it, in order that, while yielding pas- 
sive and active obedience to the rules 
• prescribed for them, they may resign 
themselves in all other respects to a 
trustful insoucimice, and repose under 
the shadow of their protectors. The 
Telation bet'ween rich and poor, accord- 
ing to this theory, (a theory also ap- 
plied to the relation between men and 
women) should be only partly authori- 
tative ; it should be amiable, moral, 
and sentimental : affectionate tutelage 
on the one side, respectful and gi-ateful 
Reference on the other. The rich should 
he in loco parentis to the poor, guiding 
and restraining them like children. Of 
spoil taiieous action on their part there 
should be no need. They should he 
called on for nothing but to do their 
flay’s work, and to be moral and reli- 
gious. Their morality and religion 
should be provided for them by their 
superiors, who should see them pro- 
perly taught it, and should do all that' 
is necessary to ensure their being, in 
return for labour and attachment, pro- 
perly fed, clothed, housed, spiritually 
edified, and innocently amused. 

This is the ideal of the future, in the 
minds of those whose dissatisfaction 
wnth the Present assumes the form of 
afi’ection and regret towards the Past 
like other ideals, it exercises an un- 
conscious influence on the opinions 
and sentiments of numbers who never 
consciously guide themselves by any 


ideal. It has also this in common with 
other ideals, that it has never been his- 
torically realized. It makes its appeal 
to our imaginative sympathies in the 
character of a restoration of the good 
times of our forefathers. ^ But no times 
can be pointed out in which the higher 
classes of this or any other country per- 
formed a part even distantly resembling 
the one assigned to them in this theory. 
It is an idealization, grounded on the 
conduct and character of here and there 
an individual. All privileged and 
powerful classes, as such, have used 
their power in the interest of their own 
selfishness, and have indulged their 
self-importance in despising, and not in 
lovingly caring for, those who were, in 
their estimation, degraded, by being 
under the necessity of working for their 
benefit. I do not affirm that what has 
always been must always be, or that 
human improvement has no tendency 
to correct the intensely selfish feelings 
engendered by power; but though the 
evil may he lessened, it cannot he eradi- 
cated, until the power itself is with- 
drawn. This, at least, seems to me un- 
deniable, that long before the superior 
classes could be sufficiently improved 
to govern in the tutelary manner sup- 
posed, the inferior classes would be too 
much improved to he so governed. 

I am quite sensible of all that is se- 
ductive in the picture of society which 
this theory presents. Though the facts 
of it have no prototj^pe in the past, the 
feelings have. In them lies all that 
there is of reality in the conception. 
As the idea is essentially repulsive' of 
a society only held together by the re- 
lations and feelings arising out of pe- 
cuniary interests, so there is something 
’ naturally attractive in a form of society 
abounding in strong personal attach- 
ments and disinterested self-devotion. 
Of such feelings it must be admitted 
that the relation of protector and pro- 
tected has hitherto been the richest 
source. The strongest attachments of 
human beings in general, are towards 
the things or the persons that stand 
between them and some dreaded evil. 
Hence, in an age of lawless violence 
and insecurity, and general hardness 
and roughness of manners, in which 
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life is beset with dangers and sufferings argues great ignorance of hunianna- 
at every step, to those who have neither ture to continue taking for granted 
a commanding position of their own, that relations founded on protection, 
nor a claim on the protection of some must always subsist, and not to see 
one who has— a generous giving of pro- that the assumption of the part ot pro- 
tection, and a grateful receiving of it, tector, and of the power which belongs 
are the strongest ties which connect to it, without any of the necessities 
human beings ; the feelings arising from which justity it, must engender feelings 
that relation are their warmest feel- opposite to loyalty, 
ings ; all the enthusiasm and tender- • Of the working men, at least in the 
ness ofthe most sensitive natures gather more advanced countries of Europe, it 
round it; loyalty on the one part and may be pinnounced certain, that the 
chivalry on the other are principles ex- patriarchal or paterruff system of go- 
alted into passions. 1 do not desire to vemment is one to which they vull not 
depreciate these qualities. The error again be subject. That question was 
lies in not perceiving, that these virtues decided, when they were taught to 
and sentiments, like the clanship and read, and allowed access to newspapers 
the hospitality of the w^andering Arab, and political tracts ; when dissenting 
belong emphatically to a rude and im- preachers were suffered, to go among 
perfect state of the social union, and them, and appeal to their faculties and 
that the feelings between protector and feelings in opposition to the creods 
protected, whether between kings and professed and countenanced by their 
subjects, rich and poor, or men and superiors; when they were brought 
■women, can no longer have this beauti- together in numbers,^ to work socially 
ful and endearing character, where under the same roof ; when railways 
there are no longer any serious dangers enabled them to shift Jrom place to 
from which to protect. What is there place, and change their patrons and 
in the present state of society to make employers as easily as their coats ; 
it natural that human beings, ofordinary when they were encouraged to seek a 
strength and courage, should glow with , share in the government, by means of 
the warmest gratitude and devotion in' the electoral ffanchise. ^The working 
return for protection ? The laws pro- classes have taken their interests into 
tectthem; wherever' the laws do not their own hands, and are ;^erpetually 
criminally fail in their duty. To he showing that they think the interests of 
under the power of some one, instead their employers not identical with their 
of being as formerly the sole condition own, but opposite to them. Some 
of safety, is now, speaking generally, among the higher classes flatter them- 
the only situation which exposes to selves that these tendencies may he 
grievous wrong. The so-called protec- counteracted by moral and religious 
tors are now the only persons against education ; but they have let the time 
whom, in any ordinary circumstances, go by for giving an education which 
protection is needed. The brutality can serve their purpose. The principles 
and tyranny wutli which every police of the Eeformation have reached as 
report is filled, are those of husbands to .1^ down in society as reading and 
wives, of parents to children. That writing, and the poor will not much 
the law does not prevent these atroci- longer accept morals and religion of 
ties, that it is only now making a first other people^s prescribing. I speak, 
timid attempt to repress and punish more particularly of this country, espe- 
them, is no matter of necessity, hut the cially the tovm population, and the 
deep disgrace of those by whom the districts of the most scientific agricul- 
laws are made and administered. Ho ture or the highest wages, Scotland 
man or woman who either possesses or and the north of .England. Among 
is able to earn an independent liveli- the more inert and less modernized 
hood, requires any other protection agricultural population of the southern 
■than that which the law could and counties, it might he possible for the 
ought to give. This being the case, it j gentry to retain, for some time longer, 
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sometMng of tlie ancient deference and 
sut)mission of the poor, hy "bribing 
them with high wages and constant 
employment ; by ensuring them sup- 
port, and neyer requiring them to do 
anything which they do not like. But 
these are two conditions which never 
Iiave been combined, and never can be, 
for long together. A guarantee of 
subsistence can only be practically 
kept up, when work is^ enforced, and 
superfluous multiplication restrained, 
by at least a moral compulsion. It is 
then, that the would-be revivers of old 
times wbicl|. they do not understand, 
would feel practically in how hopeless 
a task they were engaged. The whole 
fabric of patriarchal or seignorial in- 
fluence, attempted to he raised on the 
foundation of caressing the poor, wotdd 
be shattered against the necessi^ of 
enforcing a stringent Poor-law, 

§ 2. It is on a far other haris that 
the well-being and well-doing of the 
labouring people must henceforth rest. 
The poor have come out of leading- 
strings, and cannot any longer he 
governed or treated like children. To 
their own qualities must now be com- 
mended the care of their destiny. Modern 
nations will have to learn the lesson, 
that the well-being of a people must 
exist by means of the justice and 
self-government, the ducaiooruvj? and 
c<»)^po(Tvvr), of the individual citizens. 
The theory of dependence attempts to 
dispense with the necessity of these 
qualities in the dependent classes. But 
now, when even in position they are 
becoming less and less dependent, and 
their minds less and less acquiescent 
in the degree of dependence which re- 
mains, the virtues of independence ave 
those which they stand in need of. 
"W^hatever advice, exhortation, or guid- 
ance is held out to the lahoming classes, 
must henceforth he tendered to them 
as equals, and accepted by them with 
their eyes open. The prospect of the 
future depends on the degree in which 
they can he made rational beings. 

There is ho reason to believe that 
prospect other than hopeful. The 
process indeed has irithexto been, and 
still is^slow. But there is a sponta- 


neous education going on in the minds 
of the multitude, which may he gi^eatly 
accelerated and improved by artificial 
aids. The instruction obtained from 
newspapers and political tracts may 
not be the most solid kind of instrac- 
tion, but it is an immense improvement 
upon none at all. What it does for a 
people, has been admirably exemplified 
during the cotton crisis, in tlie case of 
the Lancashire spinners and weavers ; 
who have acted with the consistent 
good sense and forbearance so justly 
applauded, simply because, ’being 
readers of newspapers, they understood 
the causes of the calamity which had 
befallen them, and knew that it was in 
no way imputable either to their em- 
ployers or to the Government. It is 
not certain that their conduct would 
have been as rational and exemplary, 
if the distress had preceded the salu- 
tary measure of fiscal emancipation 
which gave existence to the penny 
press. The institutions for lectures 
and discussion, the collective delibe- 
rations on questions of common inte- 
rest, the trades unions, the political 
agitation, all serve to awaken public 
spirit, to difiuso variety of ideas among 
the mass, and to excite thought and 
reflection in the more intelligent. 
Although the too early attainment of 
political franchises by the least edu- 
cated class might retard, instead of 
promoting, their improvement, there 
can be Httle doubt that it has been 
greatly stimulated hy the attempt to 
acquire them. In the meantime, the 
working classes are now part of the 
public ; in all discussions on matters of 
general interest they, or a portion of 
them, are now partakers ; all who use 
the press as an instrument may, if it 
so happens, have them for an audience ; 
the avenues of instruction through 
which the middle classes acquire such 
ideas as they- have, are accessible to, at 
least, the operatives in the towns. 
With these resources, fit cannot be 
doubted that they will increase in in- 
telligence, even hy their own unaided 
efforts; while there is reason to hope 
that great improvements both in the 
quality and quantity of school educa- 
tion will he effected by the exertions 
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eitber of Government or of individuals, rated bj another cbange, wbich lies in 
and that the progress of the mass of the direct line of the best tendencies of 
the people in mental cultivation, and the time ; the opening of industrial 
in the virtues which are dependent on occupations freely to both sexes. The' 
it, will take place more rapidly, and same reasons which make it no longer 
with fewer intermittences and aberra- necessary that the poor should depend 
tions, than if left to itself. on the rich, make it equally unneces- 

From this increase of intelligence, sary that women should depend on 
several effects may be confidently an- men, and the least which justice re- 
ticipated. First : that they will become quires is that law and custom should 
even less willing than at present to be not enforce dependence (when the cor- 
led and governed, and directed into the relative protection has become super- 
way they should go, by the mere an- flnous) by ordaining that a woman, 
thority and prestige of superiors. If who does not happen to have a provi- 
they have not now, still less 'will they sion by inhentance, shall have scarcely 
have hereafter, any deferential awe, or any means open to her of gaining a 
religious principle of obedience, holding livelihood, except as a wife and mother, 
them in mental subjection to a class Let women who prefer that occupation, 
above them. The theory of dependence adopt it ; but that there should he no 
and protection will he more and more option, no other career possible for 
intolerable to them, and they will re- the great majority of women, except in 
quire that their conduct and condition the humbler departments of life, is a 
^all he essentially self-governed. It flagrant social injustice. The ideas 


is, at the same time, ^quite possible 
that they may demand, in many cases, 


and institutions by which the accident 
of sex is made the groundwork of an 


the intervention of the legislature in inequality of legal rights and a forced 
their affairs, and the regulation by law dissimilarity of social functions, must 
of various things which concern them, ere long he recognised as the greatest 
often under very mistaken ideas of hindrance to^moral, social, and even 
their interest. Still, it is' their own intellectual improvement. On the 
will, their own ideas and suggestions, present occasion I shall only indicate,^ 
to which they will demand that effect among the probable consequences of 
should he given, and not rules , laid the industrial and social independence 
down for them by other people. It is of women, a great diminution of the 
quite consistent with this, that they evil of over-population. It is by devot- 
should feel respect for superiority of ing one-half of the human species to- 
intellect and knowledge, and defer that exclusive ^function, by making it. 
much to the opinions, on any subject, fill the entire life of one sex, and inter- 
of those whom they think well ac- weave itself with almost all the objects 
quainted with it Such deference is .of. the other, that the animal instinct 
deeply grounded in human nature ; but in question is nursed into the dispro- 
they will judge for themselves of the portionate preponderance which it has 
persons who are and are not entitled hitherto exercised in human life, 
to it., . ■ ■ 

§ 4. The political consequences of 
§ 3. It appears to me impossible the increasing power and importance 
hut that the increase of intelligence, of of the operative classes, and of the 


education, and of the love of indepen- 
dence among the working classes, 
must he attended with a corresponding 
growth of the good sense which mani- 


growing ascendancy of numbers, which 
even in England and under the present 
institutions, is rapidly giving to the 
will of the majority at least a negative 


fests itself in provident habits of con- voice in the acts of government, are 
duct, and that population, therefore, too wide a subject to he discussed in 
will bear a gradually diminishing ratio this place. But, confining ourselves to 
to capital and employment. This most economical considerations, andnotwith- 
desirable result would be much accele- standing the effect which improved 
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intelligence ’in the working classes, 
together with just laws, may have in 
altering the distribution of the produce 
to their advantage, I cannot think that 
they will be permanently contented 
with the condition of labouring for 
wages as their ultimate state. They 
may be willing to pass through the 
class of servants in their way to that 
of employers; but not to remain in it 
all their lives. To begin as hired 
labourers, then after a tew years to 
work on their own account, and finally 
employ others, is the normal condition 
of lahonrer^.in a new country, rapidly 
increasing in wealth and p^ulation, 
like America or Australia. But in an 
old and fully peopled country, those 
who begin life as labourers for hire, as 
a general rule, continue such to the 
end, unless they 4 sink into the still 
lower grade of recipients of pnhlic 
charity. In the present stage of human 
progress, when ideas of equality are 
daily spreading more widely among 
the poorer classes, and can no longer 
he checked by anything short of the 
•entire suppression of printed discussion 
and even of freedom of speech, it is not 
to be expected that the division of the 
human race into two hereditary classes, 
•employers and employed, can be per- 
manently maintained. The relation is 
nearly as unsatisfactory to the payer 
of wages as to the receiver. If the rich 
regard the poor as, hy a kind of natural 
law, their servants and dependents, the 
rich in their turn are regarded as a 
mere prey and pasture for the poor ; 
the subject of demands and expecta- 
tions wholly indefinite, increasing in 
extent with every concession made to 
them. The total absence of regard for 
justice or fairness in the relations Ve- 
tween the two, is as marked on the side 
of the employed as on that of the em- 
ployers. We look in vain among the 
working classes in general for the just 
pride which will choose to give good 
work for good wages: for the most 
part, their sole endeavour is to receive 
as much, and return as little in the 
shape of service, as possible. It will 
sooner or later become insupportable 
to the employing classes to live in close 
-and hourly contact with, persons whose 


interests and feelings are in hostility 
to them. Capitalists are almost as 
much interested as labourers, in placing 
the operations of industry on such a 
footing, that those who labour for them 
may feel the same interest in the work, 
which is felt hy those who labour on 
their own account. 

The opinion expressed in a former 
part of this treatise respecting small 
landed properties and peasant proprie- 
tors, may have made the reader anti- 
cipate that a wide diffusion of prcmerty 
in land is the resource on which I rely 
for exempting at least the agricultural 
labourers from exclusive dependence 
on labour for hire. Such, however, is 
not my opinion. I indeed deem "that 
form of agricultural economy to be most 
groundlessly cried down, and to be 
greatly preferable, in its aggregate 
effects on human happiness, to hired 
labour iu any form in which it exists at 
present; because the prudential check 
to population acts more directly, and is 
shown hy experience to be more effica- 
cious; and because, in point of security, 
of independence, of exercise for any 
other than the animal faculties, the 
state of a peasant proprietor is far 
superior to that of an agricultural la- 
bourer in this or in any other old coun- 
try. "Where the former system already 
exists, and works on the whole satis- 
factorily, I should regret, in the present 
state of human intelligence, to see it 
abolished in order to make way for the 
other, under a pedantic notion of agri- 
cultural improvement as a thing neces- 
sarily the same in every diversity of 
circumstances. In a backward state 
of industrial improvement, as in Ire- 
land, I should urge its introduction, in 
preference to an exclusive system of 
hired labour ; as a more powerful in- 
strument for raising a population froifi 
semi-savage listlessness and reckless- 
ness, to persevering industry and pru- 
dent calculation. 

But a people who have once adopted 
the large system of production, either 
in manufactures or in a^-l ;.ulture, are 
not likely to recede from it ; and when 
population is kept in due proportion to 
the means of support, it is not desir- 
able that they should. Xahour is uu- 
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questionably more productive on lire 
system of large industrial enterprises; 
the produce, if not greater absolutely, 
is greater in proportion to tbe labour 
employed : tbe same number of persons 
can be supported equally well with less 
toil and greater leisure ; wliicb will be 
wholly an advantage, as soon as civili 
zation and improvement have so far 
advanced, that what is a benefit to the 
whole shall be a benefit to each indi- 
vidual composing it. And in the moral 
aspect of the question, whichis still more 
important than the economical, some- 
thing better should be aimed at as the 
goal of industrial improvement, than 
to disperse mankind over the earth in 
single families, each ruled internally, 
as families now are, by a patriarchal 
despot, and having scarcely any com- 
munity of interest, or necessary mental 
communion, with other human beings. 
The domination of the head of me 
family over the other members, in this 
state of things, is absolute ; while tbe 
effect on his own mind tends towards 
concentration of all interests in the 
family, considered as an expansion of 
self, and absorption of all passions in 
that of exclusive possession, of all cares 
in those of preservation and acquisition. 
As a step out of the merely animal 
state into the human, out of reckless 
abandonment to brute instincts into 
prudential foresight and . self-govern- 
ment, this moral condition may be seen- 
without displeasure. But if public 
spirit, generous sentiments, or tme jus- 
tice and equality are desired, associa- 
tion, not isolation, of interests, is the 
school in which these excellences are 
nurtured. The aim of improvement 
should be not solely to place human 
beings in a condition in wliich they will 
he able to do without one another, hut 
to enable them to work with or for one 
another in relations not involving de- 
pendence. Hitherto there has been no 
alternative for those who lived by their 
labour, but tliat of labouring either 
each for himself alone, or for a master. 
But the civilizing and improving in- ' 
fluences of association, and the effi- 
ciency and economy of production on a 
large scale, maybe obtained without 
/dividing the producers into two parties , 


with hostile interests and feelings, the 
many who do the work being mere 
servants under the command of the one 
who supplies the funds, and having no 
interest of their own in the enterprise 
except to earn their wages with as 
little labour as possible. The specula- 
tions and discussions of the last fifty 
years, and the events of the last twenty, 
are abundantly conclusive on this point. 
If the improvement which even tri- 
umphant military despotism has only 
retarded, not stopped, , shall continue 
its course, there can he little doubt that 
the status of hired lahourqrs will gra- 
dually tend to confine itse® to the de- 
scription of^ workpeople whose low 
moral qualities render them unfit for 
anything more independent : and that 
the relation of masters and workpeople 
will be gradually superseded by part- 
nership, in one of two forms : in some 
cases, association of the labourers with 
the capitalist ; in others, and perhaps 
finally in all, association of labourers 
among themselves. 

§ 5. The first of these forms of 
association has long been practised, 
not indeed as a rule, but as an excep- 
tion. In several departments of indus- 
try, there are already cases in which 
every one who contributes to tbe work, 
either by labour or by pecuniary re- 
sources, has a partner's interest in it, 
proportional to the value of his contri- 
bution. It is already a common prac- 
tice to remunerate those in whom pe- 
culiar trust is reposed, by means of a 
percentage on the profits : and cases 
exist in which the principle is, with 
excellent success, carried down to the 
class of mere manual labourers. 

the American ships trading to 
a, it . has long been the custom for 
every sailor to have an interest in the 
rofits of the voyage; and to this has 
een ascribed the general good conduct 
of those seamen, and the extreme rarity 
of any collision between them and the 
government or people of the country. 
An instance in England, not so well 
known as it deserves to he, is that of 
the Cornish miners. “ In Cornwall the 
mines are worked strictly on the sys- 
tem.of joint adventure ; gangs of miners 
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contracting -witli tlie agent, repre- 
sents the owner of the mine, to execnte 
a certain portion of a vein, and fit the 
ore for market, at the price of so mnch 
in the pound of the sum for which the 
ore is sold. These contracts are put 
up at certain regular periods, generally 
every two months, and taken hy a vo- 
luntary partnership of men accustomed 
to the mine. This system has its dis- 
advantages, in consequence of the un- 
certainty and irregularity of the earn- 
ings, and consequen!; necessity of living 
for long periods on credit ; hut it has 
advantages which more than connter- 
halance these drawbacks. It produces 
a degree of intelligence, independence, 
and moral elevation, which raise the 
-condition and character of Ac Cornish 
miner far above that of the generality 
of the labouring class. We are told hy 
Dr. Barham, that ^ they are not only, 
as a class, intelligent for lahourers, hut 
men of considerable knowledge.’ Also, 
that ‘ they have a character of indepen- 
dence, something American, the sys- 
tem by which the contracts are let 
giving the takers entire freedom to 
make arrangements among themselves ; 

.- so that each man feels, as a partner in 
his little firm, that he meets his em- 
ployers on nearly equal terms.’ . . . 

With this basis of intelligence and in- 
dependence in their character, we are 
. not surprised when we hear that ^ a 
very great number of miners are now 
located on possessions of their own, 
leased for three lives or ninety-nine 
years, on which they have built houses;’ 
or that ‘ 281,54U. are deposited in sav- 
ings banks in Cornwall, of which two- 
thirds are estimated to belong to 
miners.’”*, 

Mr. Babbage, who also gives an 
count of this system, observes that the 
payment to the crews of whaling ships 
is governed by a similar principle ; and 
that “ the profits arising from fishing 
with nets on the south coast of Eng- 
land are thus divided : one-half the pro- 
duce belongs to the owner of the boat 

■* This passage is from the Prize Essay on 
the Causes and Remedies of .National Dis- 
tress, by Mr. Samuel Laing. * The extracts 
which it includes are from the Appendix to 
the Report of the Children’s Employment 
Commission. > 


and net; the other half is divided in 
equal portions between the persons 
using it, who are also hound to assist 
in repairing the net when required.’^ 
Mr. Babbage has the great merit of 
ha ving pointed out the practicability, 
and the advantage, of extending the 
principle to manufacturing industry 
generally.* 

Some attention has been excited hy 
an experiment of this nature, com- 
menced about sixteen years ago by a 
Baris tradesman, a house-painter, M. 
Leclaire,+ and described by him in a 
pamphlet published in the year 1842. 
M. Leclaire, according to his state- 
ment, employs on an average two hun- 
dred workmen, whom he pays in the 
usual manner, hy fixed wages or 
salaries. He assigns to himself, besides 
interest for his capital, a fixed allow- 
ance for his labour and responsibility 
as manager. At the end of the year, 
the surplus profits are divided among 
the body, himself included, in the pro- 
portion of their salaries-J The reasons 
by which M. Leclaire was led to adopt 
this system are highly instructive. 
Finding the conduct of his workmen 
unsatisfactory, he first tried the effect 
of giving higher wages, and by this he 
managed to obtain a body of excellent 
workmen, who W'ould not quit his 
service for any other. “ Having thus 
succeeded” (I quote from an abstract 
of the pamphlet in Chambers’ Journal, §) 
“ in producing some sort of stability in 
the arrangements of his establishment, 
M. Leclaire e.vpected, he says, to enjoy 
greater peace of mind. In this, how- 
ever, he was disappointed. So long as 
he was able to superintend everything 

* Ticonony of Maohinm'y and, Manufac" 
iures, 3rd edition, ch. 26. 

t His establishment is 11, Rue Saint 
Georges. 

X It appears, liower-er, that the workmen 
whom M, Leclaire had admitted to this par- 
ticipation of profits, were only a portion 
(rather less than half) of the whole number 
whom he employed. This is explained by 
another part of his system. M. Leclaire 
pays the full market rate of wages to all his 
workmen. The shai^e of profit assigned to 
them is, therefore, a clear addition to the 
ordinary gains of their class, which he very 
laudably uses as an instrument of impi^ove- 
ment, by making it the reward of desert, or 
the recompense for peculiar trust. 

§ For September 27, 1845. 
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Mmself, from the general concerns of 
Ms hnsiness down to its minutest de- 
tails, he ’did enjoy a certain satisfac- 
tion; hut from the moment that, owing 
to the increase of his business, he 
found that he could be nothing more 
than the centre from which orders 
were issued, and to which reports were 
brought in, his former anxiety and 
discomfort returned upon him.’^ He 
speaks lightly of the other sources of 
anxiety to which a tradesman is 
subject, but describes as au incess^t 
cause of vexation the losses arising 
from the misconduct of workmen. An 
employer “will find workmen whose 
indifference to his interests is such 
that they do not perform two -thirds of 
the amount of work which they pe 
capable of ; hence the continual fretting 
■of masters, who, seeing their intemsts 
neglected, believe themselves entitled 
to suppose that worknien are con- 
stantly conspiring to juin those from 
whom they derive their livelihood. If 
the journeyman were sure of constant 
employment, his position would in some 
respects be more enviable than that of 
the master, because he is assured of a 
■certain amount of day’s wages, which 
he will get whether he works much or 
little. He runs no risk, and has no 
other motive to stimulate him to do his 
best than his own sense of duty. The 
master, on the other hand, depends 
greatly on chance for his returns : Ms 
position is one of continual irritation 
and anxiety. This would no longer be 
the case to the same extent, if the 
interests of the master and those of the 
workmen were bound up with each 
other, connected by some bond of 
mutual security, such as that which 
would be obtained by the plan of a 
yearly division of profits.” 

Even in the first year during whicJi 
M. Leclaire’s experiment was in com- 
plete operation, the success was re- 
markable. Not one of his journeymen 
who worked as many as three hundred 
days, earned in that year less than 
1500 francs, and some considerably 
more. His highest rate of daily wages 
being four francs, or 1200 francs for 
300 days, the remaining 300 francs, 
or 12 L, must have been the smallest 


amount which any journeyman who 
worked that number of days, obtained 
as Ms proportion of the sm’plus profit. 
M. Leclaire describes in strong terms 
the improvement which was already 
manifest in the habits and demeanour 
of his workmen,^ not merely when at 
work, and in their relations with their 
employer, but at other times and in 
other relations, showing increased re- 
spect both for others and for themselves. 
M. Chevalier, in a work published in 
1848,* stated on M. Leclaire ’s autho- 
rity, that the increased zeal of the 
workpeople continued to be a full com- 
pensation to him, even in a pecuniary 
sense, for the share of profit which 
he renounced, in their favour. And 
M. Villiaume, in 1857,h observes 
“ Though he has always kept himself 
free from the frauds which are but too 
frequent in his profession, he has always 
been able to hold his ground against 
competition, and has acquired a hand- 
some competency, in spite of the re- 
linquishment of so great a portion of 
his profits. Assuredly he has only been 
thus ^ successful because the unusual 
activity of his workpeople, and the 
watch wMch they kept over one an 
other, have compensated him for the 
sacrifice he made in contenting himself 
with only a share of the gain.”j: 

* Letters on the Organization of Ldbowry 
letter 14. 

t Neio Treatise on JPoliUcal Lconomg. 

$ At the present time (1865), M. Leclaire’s 
establishment is conducted on a somewhat 
altered system, though the principle of 
dividing the profits is maintained. There 
are now three partners in the concern : 
M. Leclaire himself, one other person (M. 
Defournaux), and a Provident Society 
(Societe de Seeours Mutuels), of which ail 
persons in his employment are the members, 
(This Society owns an excellent library, and 
l^s scientific, technical, and other lectures 
regularly delivered to it) , Each of the three 
partners has 100,000 francs invested in the 
concern; M. Leclaire having advanced to 
the Provident Society as much, as was neces- 
sary to supply the original insufficiency of 
their own funds. The partnership, on the 
part of the Society, is limited; on that of 
M. Leclaire and M. Defournaux, unlimited. 
These two receive 6000 francs (■240Z.) per 
annum each as wages of superintendence. 
Of the annual, profits they receive half, 
though owriing two-thirds of the capital. 
The remaining half belongs to the employes 
and workpeople ; two-fifths of it being paid 
to the Provident Society, and the other 
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set by M. passing of tlie Limite'I 

Leclaire has been followed, Avitli Liability Act, it was held that an 
Kant success, by other employers of arrangement similar to M. Leclaire’s 
labour on a large scale at Paris ; and would have been impossible in England; 
I annex, from tlie work last referred to as the workmen could not, in the 
(one of the ablest of the many able previous state of the law, have been 
treatises on political economy produced associated in the profits without being 
by the present generation of the po- liable for losses. One of the many 
litical economists of Erance), some benefits of that great legislative im- 
signal examples of the economical provement, has been to render partner- 
and moral benefit arising from this ships of this description possible : and 
admirable arrangement.* we may now hope to see them carried 

three-fifths ^vided, among the body. M. ** M. Gisquet, formerly Prefect of Police, 
Leclaire, however, now reserves to himself has long been the proprietor of an oil manu- 
the right of deciding who shall share in the factory at St. Denis, the most important on® 
distribution, and to what amount; only in France next to that of M. Darblay, of Cor- 
binding himself never to retain any part, but beil. When in 184S he took the personal 
to bestow whatever has not been awarded to management of it, he found workmen who 
individuals, on the Provident Society. Tt is got drunk several days in the week, and 
further provided that in case of the retire- during their work sung,smoked, andsome- 
ment of both the private partners, the good- times quarrelled with one another. Many 
will and plant shall become, without pay- unsuccessful attempts had been made to alter 
' ment, the property of the Society. this state of things : he accomplished it by 

* "In March 1847, M. Paul Dupont, the forbidding his workmen to get drunk on 
head of a Paris printing-office, had the idea working days, on pain of dismissal, and at 
of taking his workmen into partnership by the same time promising to share with them, 
assigning to them a tenth of the profits. He by way of annual gratuity, five per cent of 
habitually employs three hundred ; two his net profits, in shares proportioned to 
hundred of them on piece work, and a wageis, which are fixed at the current rates, 
hundred by the day. He also employs a From that time the reformation has been 
hundred extra hands, who are not included complete, and he is surrounded by a hundred 
in the association'. The portion of profit workmen full of zeal and devotion. Their 
which falls to the workmen does not bring comforts have been increased by what they 
them in, on the average, more than the have ceased to spend in drink, and what they 
amount of a fortnight's wages ; but they re- gain by their punctuality at work. The an- 
ceive their ordinary pay according to the nual gratuity has amounted, on the average,, 
rates established in. all the great Paris print- to the equivalent of six weeks* wages, 
ing offices ; and have, besides, the advantage " M. Beslay, a member of the Chamber of. 

of medical attendance in illness at the ex- Deputies from 1830 to 1839, and afterwards- 
pense of the association, and a franc and a of the Constituent Assembly, has founded an 
half per day while incapacitated for work, important manufactory of steam engines at 
The workmen cannot draw out their share Paris, in the Faubourg of the Temple. He 
of profit except on quitting the association, has taken his workpeople into partnership 
It is left at interest, (sometimes invested’ in ever since the beginning of 1847, and the con- 
the public funds) and forms an accumulating tract of association is one of the most coin- 
reserve of saving for its owners. plete which have been made between em- 

“ M, Dupont and his partners find this as- ployers and workpeople.*’ 
sociation a source of great additional profit The practical sagacity of Chinese emi- 
to them : the workmen, on their side, con- grants long ago suggested to them, according 
gratulate themselves daily on the happy idea to the report of a recent visitor to Manilla, a 
of their employer. Several of them have by similar constitution of the relation, between 
their exertions caused the establishment to an employer and labourers. "In these, 
gain a gold medal in 1849, and an honora^;'’ Chinese shops” (at Manilla) "the ownex* 
medal at the Universal Exhibition of 1855; usually engages all the activity of his country- 
some even have personally received the re- men employed by him. in them, by giving 
compense of their inventions and of their each of them a share in the profits of the con- 
labours. Under an ordinary employer, these cern, or in fact by making them all small 
excellent people would not have had leisure partners in the business, of which he of" 
to prosecute their inventions, unless by leav- course takes care to retain the lion’s share, 
ing the whole honour to one who was not the so that while doing good for him by managing 
author of them : but, associated as they were, it ■well, they are also benefiting themselves, 
if the employer had been unjust, two hun- To such an. extent is this principle carried, 
dred men would have obliged him to repair that it is usual to give even their coolies a 
the wrong. share in the profits of the business in lieu of 

"I have visited this establishment, and fixed wages, and the plan appears to suit 
havebeen able to see for myself the improve- their temper well ; for although they are in 
ment which the partnership produces in the general most complete eye-servants when 
habits of the workpeople. working for a fixed wage, they are found to* 
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into practice. Messrs. Briggs, of tlie 
Whitwood and Methley Collieries, near 
Normanton in Yorksliire, Lave taken 
tlie first step. They have issued a 
proposal to work those collieries by a 
company, two-thirds of the capital of 
■which they will themselves continue to 
hold, but will in the allotment of the 
remaining third give the preference to 
the “ officials and operatives employed 
In the concern,” and, what is of still 
greater importance, ■wdll propose to the 
shareholders that whenever the annual 
profit exceeds 10 per cent, one-half the 
excess shall be divided among the 
workpeople and employes, whether 
shareholders or not, in proportion to 
their earnings during the year. It is 
highly honourable to these important 
employers of labour to have initiated a 
system so full of benefit both to the 
operatives employed and to the general 
interest of social improvement; and 
they express no more than a just con- 
fidence in the principle when they say, 
that “ the adoption of the mode of ap- 
propriation thus recommended would, 
it is believed, add so great an element 
‘of success to the undertaking as to 
increase rather than diminish the divi- 
•dend to the shareholders.” 

§ 6. The form of association, how- 
•ever, which if mankind continue to 
improve, must be expected in the end 
to predominate, is not that which can 
exist between a capitalist as chief, 
and workpeople without a voice in the 
management, but the association of 
the labourers themselves on terms of 
equality, collectively owning the capital 
with winch they carry on their opera- 
tions, and working under managers 
elected and removable by themselves. 
So long as this idea remained in a 
estate of theory, in the -writings of Owen 
*or of Louis Blanc, it may have ap- 
peared, to the common modes of judg-' 
ment, incapable of being realized, and 
not likely to be tried unless by seizing 
■ on the existing capital, and confiscat- 

i be most industrious and useful ones when 
interested even for the smallest share.” — 
McMicking’s Itecollections of Manilla mid the 
JPMUppines during 1848, 184&, and 1850, 
:p.24. 


ing it for the benefit of the labourers ; 
which is even now imagined by many 
persons, and pretended by more, both 
in England and on the Continent, to 
be the meaning and purpose of Social- 
ism, But there is a capacity of exertion 
and self-denial iu the masses of man- 
kind, which is never kno-wn but on the 
rare occasions on which it is appealed 
to in the name of some great idea or 
elevated ’ sentiment. Such an appeal 
was made by the French Eevolution of 
1848. For the first time it then seemed 
to the intelligent and generous of the 
working classes of a great nation, that 
they had obtained a government ■who 
sincerely desired the freedom and dig- 
nity of the many, and who did not 
look upon it as their natural and legiti- 
mate state to he instruments of pro- 
duction, worked for the benefit of the 
possessors of capital. Under this en- 
couragement, the ideas sown by So- 
cialist writers, of an emancipation of 
labour to he efiected by means of 
association, throve and fructified ; and 
many working people came to the re- 
solution, not only that they would 
work for one another, instead of 
working for a master tradesman or 
manufacturer, hut that they would 
also free themselves, at whatever cost 
of labour or privation, from the ne- 
cessity of ^paying, out of the pro- 
duce of their industry, a heavy tribute 
for the use of capital ; that they would 
extinguish this tax, not by robbing the 
capitalists of what they or their pre- 
decessors had acq[uired by labour and 
preserved by economy, but by honestly 
acquiring capital for themselves. If 
only a few operatives had attempted 
this arduous task, or if, while many 
ifLttetopted it, a few only had succeeded, 
their success might- have been deemed 
to furnish no argument for their sys- 
tem as a permanent mode of industrial 
organization. But, excluding all the 
instances of failure, thei’e exist or ex- 
isted a short time ago, upwards of a 
hundred successful, and manv emi- 
nently prosperous, associations of ope- 
ratives in Baris alone, besides a con- 
siderable number in tbe departnujnts. 
An instructive sketch of their liia&c. 5 jy 
and principles has been published, 
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under tlie title of “ Association of aWe history of one of these associa^ 
Workpeople Manufacturing and Agn- tions* 

cultural,” hy H. Feugueray: and as it “The necessity of a large capital 
is frequently affirmed in English news- for the establishment of a pianofort©- 
papers that the associations at Paris manufactory was so fully recognised 
£ve fafred, by writers who appear to in the trade, that in 1848 the delegates 
mistake the predictions of their enemiee of several hundred workmen who had 
at their first formation for the testi- combined to form a great association, 
monies of subsequent experience, I solicited from the government a subvene 
think it important to show by quota- tionof 800,000 francs [12,0002,], being 
tions from M. Feugueray’ s volume, a tenth part of the whole sum voted by 
strengthened by still later testimonies, the National Assembly,^ I remember 
that these representations are not only that as one of the Commission charged 
wide of the truth, but the extreme con- with the ffistribution of the fund, I 
traryofit. tried in vain for two hours to convince 

The capital of most of the associa- the two^ delegates with whom the, 
tions was originally confined to the few Commission corderred, that their re- 
tools belonging to the founders, and quest was exorbitant. They answered 
the small sums which could he coF imperturbably, that their trade, was a 
lected from their savings, or which peculiar one that the association could 
were lent tO; them by other workpeople only have a chance of success on a very 
as poor as themselves. In some cases, large scale and with a considerahl© 
however, loans of capital were made to capital; that 300,000 francs were th©' 
them by the republican government : smallest sum which could sufhce them, 
hut the associations which obtained and that they could not reduce the de- 
these advances, or at least which oh- mand by a single sou. The Commis- 
tained them before they had already sion refused. 

achieved success, are, it appears, in “Now, after this refusal, the project 
general by no means the most pros- of a great association being abandoned, 
perous. The most striking instances what happened was this. Fourteen 
of prosperity are in the case of those workmen, and it is singular that among 
who have had nothing ^to rely on hut them was one of the two delegates, re- 
their own slender means and the small solved to set up hy^ themselves a piano- 
loans of fellow-workmen, and who lived forte-making association. The project 
on bread and water while they devoted was hazardous on the part of men who 
the whole surplus of their gains to the had neither money nor credit : but 
formation of a capital. “ Often,” says faith does not reason— it acts. 

M. Feugueray,* “ there was no money “ Our fourteen men therefore went to> 
at all in hand, and no wages could be work, and I borrow from an excellent 
paid. The goods did not go off, the article by M. Cochut in the National, 
payments did not come in, hills could the accuracy of which I can attest, 
not get discounted, the warehouse of the following account of their first pro- 
materials was empty ; they had to sub- ceedings. 

mit to privation, to reduce all expensesr*^ “ Some of themj who had worked on 
to the minimum, to live sometime© on their own account, brought with them 
bread and water. . . . It is at the price in tools and m aterials the value of about 
of these hardships and anxieties that 2000 francs [802.]. ^ There was needed 
men who began with hardly any re- besides a circulating capital. Each 
source hut their good will and their member, not without difficulty, ma- 
liands, succeeded in creating customers, naged to subscribe 10 francs [8s.]. A 
in acquiring credit, forming at last a certain number of workmen not in- 
joint capital, and thus founding asso- terested in the society gave their ad- 
eiations -wbcse futurity now seems to hesion by bringing small contributions, 
he assured.’* On March 10, 1849, a sum of 229| 

I will quote at length the remark- francs [92. 8s. 7 ir2.] having been real- 

Pp. 113-16. 
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ized,tlie associatioE vas declared con- 
stituted. 

“ This sum was not eyen sufficient 
for setting up, and for the small ex- 
penses required from day to day for the 
service of a worksliop. There being 
nothing left for wages, nearly two 
months elapsed without their touching 
a farthing. How did they subsist during 
this interval ? As workmen live when 
out of employment, by sharing the por- 
tion of a comrade who is in work ; by 
selling or pawning bit by bit the few 
articles they possess. 

*‘They had executed some orders. 
They received the payment on the 4th 
of May. That day was for them like 
a victory at the opening of a campaign, 
and they determined to celebrate it. 
After paying all debts that had fallen 
due, the dividend of each member 
amounted to 6 francs 61 centimes. 
They agreed to allow to each 5 francs 
[45.] on account of his wages, and to 
devote the surplus to a fraternal repast. 
The fourteen shareholders, most of 
whom had not tasted wine for a year 
past, met, along with their wives and 
children. They expended 32 sous 
[l 5 . id.] per family- This day is still 
spoken of in their workshops with an 
emotion which it is difficult not to 
share. 

“ For a month longer it was neces- 
sary to content themselves with the re- 
ceipt of five francs per week. In the 
course of June a baker, either from 
love of music or on speculation, offered 
to buy a piano, paying for it in bread. 
The bargain was made at the price of 
480 francs. It was a piece of good 
luck to the association. They had 
now at least what was indispensable. 
They determined not to reckon the! 
bread in the account of wages. Each 
ate according to his appetite, or rather 
to that of his family ; for the married 
shareholders were allowed to take away 
bread freely for their wives and 
children. 

“Meanwhile the association, being 
composed of excellent workmen, gra- 
dually surmounted the obstacles and 
privations which had embarrassed its 
starting. Its account-books ofier the 
best proof of the progress which its 


pianos had made in the estimation of 
buyers. From August 1849 the 
weekly contingent rises to 10, 15, and 
20 francs per week ; and this last sum 
does not represent all their profits, each 
partner having left in the common 
stock much more than he received from 
it. Indeed it is not by the sum which 
the member receives weekly that his 
situation can he judged, hut by the 
share acquired in the ownership of a 
property already considerable. The 
following was the position of the as- 
sociation when it took stopk on the 
30th December 1850. 

“ At this period the number of share- 
holders was thirty-two. Large work- 
shops and warehouses, rented for 2000 
francs, were no longer sufficient for the 
business. 

^ Frs. Gents. 

Independentof tools, valued at 5,922 60 
They possessed in goods and 
especially in materials, the 

value of 22,972 28 

They had in cash . . . . . 1,021 10 
„ in bills ..... 3,540 

There was due to them* . . 5,861 90 

They had thus to their credit 39,317 88 
Against this are only to be de- 
bited 4737 francs 86 centimes 
due to creditors, and 1650 
francs to eighty adherents ;t 
in all. . . . . .... 6,387 86 

Eemaining . . . . 32,930 02 
l£m9 43.] 

which formed their indivisible capital 
and the reserve of the individual mem- 
bers. At this period the association 
had 76 pianos under construction, and 
received more orders than they could 
execute.” 

From a later report we learn that this 
society subsequently divided itself into 
two separate associations, one of which, 
in 1854, already possessed a circulating 
capital of 56,000 francsj [2240L]. In 
1863 its total capital was 662 OZ. , 

* “ The last two items consisted of safe 
securities, nearly all of which have since been 
realized.” 

t ** These adherents are workmen of the 
trade, who subscribed small sums to the asso- 
ciation at its commencement : a portion of 
them were reimbursed in the beginning of 
1851. The sum due to creditoi'S has also 
been, much reduced: on the 23rd of April it 
only amounted to 113 francs 59 centimes.” 

1 Article by M. Chei’buliez on “ Opera-t 
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. The same admirable qualities hy being rules self-imposed, for the mani- 
■which the associations -were carried fest good of the community, and not 
through their early struggles, main- for the convenience of an employer 
tained them in their increasing pros- regarded as having an opposite interest, 
perity. Their rules of discipline, in- they are far more scrupulously obeyed, 
stead of being more lax, are stricter and the voluntary obedience carries 
than those of ordinary workshops ; but with it a sense of personal worth and 

tive Associations,” in the J'oimialdes JEcono- to faulty, and their number having been. 
mistes for November 1860. raised by successive steps to 100, they pos- 

I subjoin, from M. Villiaume and M. Cher- sessed, in 1858, a joint property of 50,000 
huliez, detailed particulars of other emi- francs, and were in a condition to divide an- 
nently successful e.v:periments by associated nually 20,000 francs, 
workpeople. “ The Association of Operative Jewellers, 

We will first cite,*' says M- Cherbuliez, oldest of all, had been founded in 1831 by 
as having attained its object and arrived at eight workmen, with a capital of 200 francs 
a definitive result, the Association Remquet, [8Z.] derived from their united savings. A 
«of the Rue Garanciere, at Paris, whose subvention of 24,000 francs enabled them in 
founder, in 1848, was a foreman in M, Re- 1849 greatly to extend their operations, which 
nonard’s printing establishment. That firm in. 1858 had already attained the value of 
being under the necessity of winding up, he 140,000 francs, and gave to each partner an 
iproposed to his fellow-workmen to join with annual dividend equal to double bis wages." 
him in continuing thecnterprise on their own The following are from M. Villiaume ' 

account, asking a subvention from the go- ** After the insurrection of June 1848, work 

vernment to cover the purchase-money of was suspended in the Faubourg St. Antoine, 
the business and the first expenses. Fifteen which, as we know, is principally occupied 
of them accepted the proposal, and formed by furniture-makers. Some operative arm- 
an association, whose statutes fixed the wages chair makep made an appeal to those who 
for every kind of work, and provided for the might be willing to combine with them. Out 
gradual formation of a working capital by a of six or seven hundred composing the trade, 
deduction of 25 per cent from all wages and four hundred gave in their names. But ca- 
salaries, on which deduction no dividend or pital being wanting, nine of the most zealous 
interest was to be allowed during the ten began the association with all that they pos- 
years that the association was intended to sessed ; being a value of 369 francs in tools, 
last. Remquet asked and obtained for him- and 135 francs 20 centimes in money, 
self the entire direction of the enterprise, at Their good taste, honesty and punctuality 

.a very moderate fixed salary. At the wind- having increased their business, they soon 
ing up, the entire profits were to be divided numbered 108 members. They received from 
among all the ‘members, proportionally to the State an advance of 25,000 francs, reim- 
their share in the capital, that is, to the work bursable in 14 years by way of annuity, with 
they had done. A sub vention of 80,000 francs interest at 3| per cent, 
was granted by the State, not without great “ In 1857 the number of partners is 65, the 
.^fiiculty, and on very onerous conditions, auxiliaries average 100. All the partners 
In spite of these conditions, and of the un- vote at the election of a council of eight mem- 
favourable circumstances resulting from the bers, and a manager whose name represents 
political situation of the country, the asso- the firm. The distribution and superinten- 
xiation prospered so well, that on the wind- dence of all the works is entrusted to foremen 
ing up, after repaying the advance made by chosen by the manager and council. There 
4;he State, it was in possession of a clear ca- is a foreman to every 20 or 25 workmen, 
pital of 155,000 fraincs [6200^.], the division of j “ The payment is by the piece, at rates de- 
which gave on the average between ten and 1 termined in general assembly. The earnings 
eleven francs to each partner ; 7000 being vary from 3 to 7 francs' a day, according to 
ihe smallest and 18,000 the largest share. zeal and ability. The average is 50 francs 
. “ The Fraternal Association of Working [2/.] a fortnight, and no one gains much less 
Tinmen and Lampmakers had been foundedT than 40 francs per fortnight, while many earn 
in March 1848 by 500 operatives, comprising 80. Some of the carvers and moulders make 
nearly the whole body of the trade. This as much as lOO francs, being 200 francs [8/.] 
first attempt, inspired by unpractical ideas, a month. Each^ binds himself to work 120 
pot having survived the fatal days of June, a hours per fortnight, equal to ten per day* 
new association was formed of more modest By the regulations, every hour short of the 
proportions. Originally composed of forty number subjects the delinquent to a penalty 
members, it commenced business in 1849 with of 10 centimes [one penny] per hour up to 
a capital composed of the subscriptions of its thirty hours, and 15 centimes [l^a!.] beyond, 
members, without asking for a subvention. The object of this rule was to abolish Saint 
After various vicissitudes, which reduced the Monday, and it succeeded in its eifort. For 
number of partners to three, then brought it the last two years the conduct of the mem- 
back to fourteen, then again sunk it to three, bers has been so good, that fines have fallen 
it ended by keeping together forty-six mem- into disuse. 

bers, who quietly remodelled their statutes “Though the plartners "started with only 
in the points which experience had shown 359 francs, the value of the plant (Kue de 
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dignity. With wonderful rapidity tlie 
associated workpeople have learnt to 
correct those of the ideas they set out 
with, which are in opposition to the 
teaching of reason and experience. 
Almost all the associations, at first, ex- 
cluded piece-work, and gave equal 
"wages whether the work done was more 

Chavonne, Cour St. Joseph, Pauhourg St. 
Antoine) already in 1851 amounted to 5713 
fi’ancs, and the assets of the association, 
debts due to them included, to 24,000 francs. 
Since then the association has become still 
more flourishing, having resisted all the at- 
tempts made to impede its progress. It does 
the largest business, and is the most con- 
sidered, of all the bouses in Paris in the trade. 
Its business amounts to 400,000 francs a year.” 
Its inventory in December 1855 showed, ac- 
cording to M!. Villiaume, a balance of 100,398 
francs 90 centimes in favour of the associa- 
tion, but it possessed, he says, in reality, 
123,000 francs. 

Put the most important association of all 
is that of the 'Masons. ** The Association of 
Masons was founded August 10th, 1848. Its 
address is Hue St. Victor, 155. Its number of 
members is 85, and its auxiliaries from three 
to four hundred. There are two managers, 
one for the building department, the other-for 
the pecuniary administration : these are re- 
garded as the ablest, master-masons in Paris, 
and are content with a moderate salary. This 
association has lately constructed three or 
four of the most remarkable jn ansions in the 
metropolis. Though it does its work more 
economically than ordinary contractors, yet as 
it has to give long credits, it is called upon for 
considerable advances ; it prospers, however, 
as is proved by the dividend of 56 per cent 
which has been paid this year on its capital, 
including in the payment those who have as- 
sociated themselves in its operations. It con- 
sists of worlonen who bring only their labour, 
of others who bring their labour and a capital 
of some sort, and of a third class who do not 
work, but contribute capital only. 

“The masons, in the evening, carry on 
mutual instruction. They, as well as the 
arm-chair makers, give medical attendance 
at the expense of the association, and an allow- 
ance to its sick members. They extend their 
protection over every member in every action 
of his life. The arm-chair makers will soon 
each possess a capital of two or three thou- 
sand francs, with which to portion their 
daughters or commence a reserve for future 
years. Of the masons, some have already 
4000 francs, which are left in the common 
stock. 

“ Before they were associated, these work- 
men were poorly clad in jackets and blouses j 
because, for want of forethought, and still more 
from want of work, they had never 60 francs 
beforehand to buy an overcoat. Most of them 
are now as well wessed as shopkeepers, and 
sometimes more tastefully. Por the work- 
naan, having always a credit ivith the assoeia- 
tion, can get whatever he wants by signing an 


or less. Almost all kave abandoned 
this system, and after allo-wing to every 
one a fixed minimum, sufficient for suV 
sistence, they apportion all further re- 
muneration according to the work 
done : most of them even dividing the 
profits at the end of the year, in the- 
same proportion as the earnings.'* 

order; and the association reimburses itself 
by fortnightly stoppages, making him save as 
it were in spite ot himself. Some workmen 
who are not in debt to tixe concern, sign 
orders payable to themselves five months 
date, to resist the temptation of needless'ex- 
pense. They are put under stoppages of 10 
francs per fortnight, and thus at the end of 
five months they nave saved the amount.’* ’ 
The following table, taken by M.Cherbulieaf- 
from a work by Professor Huber (one of the 
most ardent and high-principled apostles of 
this kind of co-operation) shows the rapidly 
progressive growth in prosperity of the’ 
Masons’ Association up to 1858:— 



Amount of 

Profits 

Year. 

business done. 

realized. 


francs. 

francs. 

1852 

.... 45,530 ... 

1,000 

1853 

.... 297,208 ... 

7,000 

1854 

.... 344,240 ... 

20,000 

1855 

.... 614,694 ... 

46,000 

1856 

.... 998,240 ... 

80,000 

1857 

. . . . 1,330,000 ... 

100,000 . 

1858 

.... 1,231,461 ... 

130,000 


“ Of this last dmdend,” says M. Cherhuliec:, 
*‘30,000 francs were taken for the reserve 
fund, and the remaining 100,000, divided, 
among the shareholders, gave to each from* 
600 to 1500 francs, besides their wages or 
salaries, and their share in the fixed capital' 
of the concern.” 

Of the management of the associations- 
generally, M. VSliaumd says, “ I have been 
able to satisfy myself personally of the ability 
of the managers and councils of the opera- 
tive associations. The managers are far su- 
perior in intelligence, in zeal, and even in 
politeness, to most of the private masters in 
their respective trades. And among the as- 
sociated workmen, the fatal habit of intem- 
perance is gradually disappearing, along with 
the coarseness and rudeness which are the 
consequence of the too imperfect education 
of the class.” 

* Even the association founded by M. 
Louis Blanc, that of the tailors of Glichy, 
after eighteen months trial of this system, 
adopted piece-work. One of the reasons 
given by them for abandoning the original 
system is well -worth extracting. “ Besides 
the vices I have mentioned, the tailors com- 
plained that it caused incessant disputes and 
quarrels, through the interest which each had- 
in making his neighbours work. Their mu- 
tual watchfulness degenerated into a real’ 
slavery ; nobody had the free control of his 
.time and his actions. These dissensions have 
disappeared since piece-vi'ork w'as intro- 
duced.” — JU'evgueray, p. SS, One of the most 
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It is tlie declared principle of most 
of tliese associations, tliat they do not 
exist for the mere private benefit of the 
individual members, but for the pro- 
motion of the co-operative cause. With 
every extension, therefore, of their busi- 
ness, they take in additional members, 
not (when they remain faithful to their 
original plan) to receive wages from 
them as hired labourers, but to enter at 
once into ^ the full benefits of the asso- 
ciation, without being required to bring 
anything in, except their labour : the 
only condition imposed is that of re- 
ceiving during a few years a smaller 
’ share in the annual division of profits, 
as some equivalent for the sacrificeiS of 
the founders. When members quit the 
association, which they are always at 
liberty to do, they carry none of the 
capital with them : it remains an indi- 
visible property, of which the members 
for the time being have the use, hut 
not the arbitrary disposal: by the sti- 
pulations of most of the contracts, even 
if the association breaks up, the capital 
cannot he divided, hut must be devoted 
entire to some work of beneficence or 
of public utility. A fixed, and gene- 
rally a considerable, proportion of the 
annual profits, is not shared among the 
members, hut added to the capital of 
the association, or devoted to the re- 
payment of advances previously made 
to it : another portion is set aside to 
provide for the sick and disabled, and 
another to form a fund for extending 
the practice of association, or aiding 
other associations in their need. The 
managers are paid, like other mem- 
bers, for the time which is occupied in 

discreditable indications of a low moral con- 
dition given of late Iby part of the English 
working classes, is the opposition to piece- 
work. When the payment per piece is not 
sufficiently high, that is a just ground of ob- 
jection. But dislike to piece-work in itself, 
except under mistaken notions, must be dis- 
like to justice and fairness ; a desire to cheat, 
by not giving work in proportion to pay. 
Piece- workj is the perfection of contract ; 
and contract, in all work, and in the most 
minute detail— the principle of so much pay 
for so much service, carried out to the utmost 
extremity — is the system, of all others, in the 
present state of society and degree of civiliza- 
tion, most favourable to the worker; though 
most unfavourable to the non-worker who- 
wishes to be paid for being idle. 
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management, usually at the rate of 
the highest paid labour : but the rule is 
adhered to, that the exercise of power 
shall never be an occasion for profit. 

Of the ability of the associations to 
compete successfully with individual 
capitalists, even at an early period of 
their existence, M. Feugueray* said, 

“ The associations which have been 
founded in the last two years” (M. 
Feugueray wrote in 1851) “ had many 
obstacles to overcome ; the majority of 
them were almost entirely without 
capital: all were treading in a path 
previously unexplored ; they ran the 
risks which always threaten innovators 
and beginners. Nevertheless, in many 
of the trades in which they have been 
est ablishe d, they are alre ady formidable 
competitors of the old houses, and are 
even complained of on that account by 
a part of the bourgeoisie. This is not 
only true of the cooks, the lemonade 
sellers, and hairdressers, trades the 
nature of which enables the. associa- 
tions to rely on democratic custom, but 
also in other trades where they have 
not the same advantages. One has 
only to consult the makers of chairs, of 
arm-chairs, of^les, and one will learn 
from them if the most important esta- 
blishments in their respective trades are 
not those of the associated workmen.” 

The 'vitality of these associations 
must indeed be great, to have enabled 
about twenty of them to survive not 
only the anti-socialist reaction, which 
for the time discredited all attempts 
to enable workpeople to he their own ' ■ 
employers— not only the tracasseries 
of the police, and the hostile policy of 
the government since the usurpation- 
hut in addition to these obstacles, all 
Ifche difiSculties arising from the trying 
condition of financial and commercial 
affairs from 1854 to 1858. Of the pros- 
perity attained by some of them even 
while passing through this difficult 
period, I have given examples which 
must he conclusive to ah minds as to 
the brilliant future reserved for the 
principle of co-operation.f 

* Pp. 37-8. 

' . t In tbe last year or two, the co-operative 
movement among the Erench 'working 
classes has taken a fresh start. An. interest- 
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It is not in France alone tLat tliese 
associations have commenced a career 
of prosperity. To say notHD^ at present 
of Germany, Piedmont, or Switzerland 
(wtere the Consumers’ Union of Zurich 
is one of the most prosperous co-opera- 
tive associations in Europe), England 
can produce cases of success, rivalling 
even those which I have cited from 
France. Under the impulse commenced 
by Mr. Owen, and more recently pro- 
pagated by the writings and personal 
efibrts of a hand of friends, chiefly 
clergymen and barristers, to^ whose 
noble exertions too much praise can 
scarcely be given, the good seed was 
widely sown; the necessary alterations 
in the English law of partnership were 
obtained from Parliament, on the bene- 
volent and public-spirited initiative of 
Mr. Slaney; many industrial associa- 
tions, and a still greater number of 
co-operative stores for retail purchases, 
were foimded. Among these are already 
many instances of remarkable pros- 
perity, the most signal of which are 
the Leeds Flour Mill, and the Eochdale 
Society ot Equitable Pioneers. Of this 
last association, the most successful of 
all, the history has been written in a 
very interesting manner by Mr. Holy- 
oake and the notoriety which by 

ing account of the Provision Association of 
Grenoble has been given in a pamphlet by 
3y[. Casimir Perier; and in the Times of 
November 24, 1864, we read the following 
passage: “While a certain number of ope- 
ratives stand out for more wages or fewer 
hours of labour, others, who have also 
seceded, have associated for the purpose of 
carrying on their respective trades on their 
-own account, and have collected funds for 
the purchase of instruments of labour. They 
have founded a society — Soei4te G^n^rale 
d’Approvisionnement et de Consommation. 
It numbers between 300 and 400 members, 
who have already opened a “ co-operativ^ 
store” atPassy, which is nowwithin the limits 
of Paris. They calculate that by May next 
fifteen new self-supporting associations of 
the same kind will be ready to commence 
operations ; so that the number will be, for 
Paris alone, from 50 to 60. 

* Self-Melp ly the Teojple--IIisfory of Co- 
operation in ^Rochdale. An instructive ac- 
count of this and other co-operative associa- 
tions has also been written in the Companion 
to the Almanack, for 1862, by Mr, John ! 
Plummer, of Kettering j himself one of the 
most inspiring examples of mental cultiva- 
ition and high principle in a self-instructed 
working man. 


I this and other means has been pven 
1 to facts so encouraging, is causing a 
rapid extension of associations with 
similar objects in Lancashire, York- 
shire, London, and elsewhere. 

The original capital of the Eochdale 
Society consisted of 281, hrougkt to- 
gether by the unassisted economy of 
ahont forty labourers, through the slow 
process of a subscription of twopence 
(afterwards raised to threepence) per 
week. With this sum they established 
in 1844 a small shop, or store, for the 
supply of a few common articles for 
the consumption of their own fami- 
lies. As their carefulness and honesty 
brought them an increase of customers 
and of subscribers, they extended their 
operations to a greater number of arti- 
cles of consumption, and in a few^ years 
were able to make a large investment 
in shares of a Co-operative Corn Mill. 
Mr. Holyoake thus relates the stages 
of their progress up to 1857. 

“ The Equitable Pioneers’ Society is 
divided into seven departments: Gro- 
cery, Drapery, Butchering, Shoemaking, 
Clogging, Tailoring, Wholesale. 

“ A separate account is kept of each 
business, and a general account is given 
each quarter, showing the position of 
the whole. 

“ The grocery business was com- 
menced, as we have related, in De- 
cember 1844, with only four articles to 
sell. It now includes whatever a gro- 
cer’s shop should include. 

“ The ' drapery business was started 
in 1847, with an humble array of at- 
tractions. In 3 854 it was erected into 
a separate department. 

“A year earlier, 1846, the Store 
began to sell butcher’s meat, buying 
eighty or one hundred pounds of a 
tradesman in the town. After a while, 
the sales were discontinued until 1850, 
when the Society had a warehouse of 
its own. Mr. John Moorhouse, who 
has now two assistants, buys and kills 
for the Society three oxen, eight sheep, 
sundry porkers* and calves, which are 
on the average converted into ISOZ. of 
cash per week. 

“ Shoemaking commenced in 185’2. 
Three men and an apprentice make, 
and a stock is kept on sale. 
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“ Clogging and tailoring commenced 
also in tliis year. 

Tlie wtolesale department com- 
menced in 1852, and marks an im- 
portant development of tke Pioneers’ 
proceedings. This department has been 
created for supplying any members re- 
quiring large quantities, and with a 
view to supply the co-operative stores 
of Lancashire and Yorkshire, whose 
small capitals do not enable them to 
huy in the "best markets, nor command 
the services of what is otherwise indis- 
pensahle to every store — a good huyer^ 
who knows the markets and his busi- 
ness, who knows what, how, and where 
to huy. The wholesale department 
guarantees purity, quality, fair piices, 
standard weight and measure, hut all 
on the ne ver-failing principle, cash pay- 
ment.” 

In consequence of the number of 
members who now reside at a distance, 
and the difficulty of serving the gTeat 
increase of customers, “ Branch Stores 
have been opened. In 1856, the first 
Branch was opened, in the Oldham 
Bead, about a mile from the centre 
of Rochdale. In 1857 the Castleton 
Branch, and another in the "Whitworth 
Road, were established, and a' fourth 
Branch in Pinfold.” 

The warehouse, of which the original 
Store was a single apartment, w^as 
taken on lease by the Society, very 
much out of repair, in 1849. “ Every 

part has undergone neat refitting and 
modest decoration, and now wears the 
air of a thoroughly respectable place 
of business. One room is now band- 
somcly fitted up as a newsroom. Another 
is neatly fitted up as a library. .... 
Tbeir newsroom is as well supplied as 
that of a London club.” It is now 
^‘free to members, and supported from 
the Education Pund,” a fund con- 
sisting of 24 per cent of all the profits 
divided, wbicli is set apart for educa- 
tional purposes, ‘‘ The Libraiy con- 
tains 2200 volumes of the best, and 
among them, many of the most ex- 
pensive hooks published. The Library 
is free. Prom 1850 to 1855, a school 
for young persons was conducted at a 
charge of twopence per month. Since 
1855, a room has been granted by the 
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Board for the use of from twenty to 
thirty persons, from the ages of four- 
teen to forty, for mutual instruction on 
Sundays and Tuesdays. . . . 

. “ The corn-mill was of course rented, 
and stood at Small Bridge, some dis- 
tance from the town — one mile and a 
half. The Society have since built in 
the town an entirely new mill for them- 
selves. The engine and the machinery 
are of the most substantial and im- 
px’oved kind. The capital invested 
in the com-mill is 8450Z., of which 
373 IZ. 105. 2cZ. is subscribed by the 
Equitable Pioneers’ Society, The corn- 
mill employs eleven men.” 

At a later period they extended their 
operations to the staple manufacture 
itself. From the success of the Pioneers’ 
Society grew not? only the co-operative 
com-mill, hut a co-operative associa- 
tion for cotton and woollen ’manufac- 
turing. “ The capital in this depart- 
ment is 4000Z., of which sum 2042Z. 
has been subscribed by the Equitable 
Pioneers’ Society. This Manufacturing 
Society has ninety-six power-looms at 
work, and employs twenty-six men, 
seven women, four boys, and five girls 
— in all forty-two persons. . 

“ In 1853 the Store purchased for 
745Z. a warehouse (freehold) on the 
opposite side of the street, where they 
keep and retail their stores of flour, 
butcher’s meat, potatoes, and kindred 
articles. Their committee-rooms and 
offices are fitted up in the same build- 
ing. They rent other houses adjoining 
for calico and hosiery and shoe stores. 
In their wilderness of rooms, the visitor 
stumbles upon shoemakers and tailors, 
at work under healthy conditions, and 
in perfect peace of mind as to the re- 
sult on Saturday night. Their ware- 
liouses are everywhere as bountifully 
stocked as Koah’s Ark, and cheerful 
customers literally crowd Toad Lane 
at night, swarming like bees to every 
counter. The indnstrial districts of 
England have not such another sight 
as the Rochdale Co-operative Store on 
Satui’day night.'^ Since the disgraceful 

* it is not,*’ adds Mr. Holyoake, 

brilliancy of commercial activity in 
wliich. either writer or reader will take the 
deepelt interest j it is in the new and im- 
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failure of the Eochdale Savings Bank 
in 1849, the Society’s Store has become 
the virtual Savings Bank of the place. 
The following table, completed to 


1860 from the Almanack published by 
the Society,' shows the pecuniai’y result 
of Its operations from the commence- 
ment. 


Year. 

No. of 
members. 

Amount of capital. 

Amount of cash sales 
in store (annual). 

Amoxint of profit ' 
(annual). ' ; 



£ 

s. 

d. 

£ 

s. 

d. 

£ 

s. 

d. 

1844 

28 

28 

0 

0 

— 

— 


— 

— 


1845 

74 

181 

12 

5 

710 

6 

5 

82 

17 

6 

1846 

86 

252 

7 


1,146 

17 

7 

80 

16 

34 

1847 

no 

286 

5 

H 

1,924 

13 

10 

72 

2 

10 

1848 

140 

397 

0 

0 

2,276 

6 

5i 

117 

16 

lOi 

1849 

390 

1,193 

19 

1 

6,611 

18 

0 

561 

3 

9 

1850 

600 

2,299 

10 

5 

13,179 

17 

0 

889 

12 

5 

1851 

630 

2,785 

0 


17,638 

4 

0 

990 

19 

8-4 

1852 

680 

3,471 

0 

6 

16,352 

5 

0 

1,206 

15 

2^ 

1853 

720 

5,848 

3 

11 

22,760 

0 

0 

1,674 

18 

114 

1854 

900 

7,172 

15 

7 

: 33,364 

0 

0 

1,763 

11 

24 

1855 

1400 

11,032 

12 

lOj 

44,902 

12 

0 

3,106 

8 

44 

1856 

1600 

12,920 

13 

U 

63,197 

10 

0 

3,921 

13 

14 

1857 

1850 

16,142 

1 

2 

79,788 

0 

0 

5,470 

6 

84 

1858 

1950 

18,160 


4 

71,689 

0 

0 

6,284 

17 

44 

1859 

2703 

27,060 

14 

2 

104,012 

0 

0 

10,739 

18 

di- 

1860^ 

3450 

37,710 

9 

0 

152,063 

0 

0 

15,906 

9 

ll 


proved spirit animating this intercourse of 
trade. Buyer and seller meet as friends ; 
there is no overreaching on one side, and no 
suspicion on the other. .... These crowds 
of humble working men, who never knew 
before when they put good food in their 
mouths, whose every dinner was adulterated, 
whose shoes let in the water a month too 
soon, whose waistcoats shone with devil’s 
dust, and whose wives wore calico that would 
not wash,, now buy in the markets like mil- 
lionnaires, and as far as pureness of food 
goes, live like lords.” Bar better’, probably, 
m that particular j for assuredly lords are 
not the customers least cheated, in the pre- 
sent race of dishonest competition. “ They 
are weaving their own stuffs, making their 
own shoes, sewing their own garments, and 
grinding their own corn. They buy the 
purest sugar and the best tea, and grind their 
own coffee. They slau ghter their own cattle, 
and the finest beasts of the land waddle down 
the streets of Eochdale for the consumption 
of flannel-weavers and cobblers. (Last year 
the Society advertised for a Provision Agent 
to make purchases in Ireland, and to devote 
his whole time to that duty.) When did 
competition give poor men these advantages ? 
And will any man say that the moral cha- 
racter of these people is not improved under 
these influences ? The teetotallers of Eoch- 
dale acknowledge that the Store has made 
more sober men since it commenced thai\ all 
their efforts have been able to make in the 
same time. Husbands who never knew what 


it was to be out of debt, and poor wives who 
during forty years never had sixpence uncon- 
demned in their pockets, now possess little 
stores of money sufficient to build them cot- 
tages, and to go every week into their own 
market with money jingling in their pockets ; 
and in that market there is no distrust and no 
deception; there is no adulteration, and 
no second prices. The whole atmosphere 
is honest. Those who serve neither hurry, 
finesse, nor flatter. T/iei/ have no interest in 
chicanery. They have but one duty to per- 
form — ^that of giving fair measure, full 
weight, and a pure article. In other parts 
of the town, where competition is the prin- 
ciple of trade, all the preaching in Eoch- 
dale cannot produce moral effects like 
these. 

“ As the Store has made no debts, it has 
isiicurred no losses ; and during thirteen 
years* transactions, and receipts amounting 
to 303,852Z., it has had no lavf-suits. The 
Arbitrators of the Societies, during all their 
years of office, have never had a case to- 
decide, and are discontented that nobody' 
quarrels.** 

* The latest report to which I have accessi 
is that for the quarter ending Sept. 20, 1864,, 
of which I take the following abstract froms 
the November number of that valuable pe- 
riodical the Co-operator,- conducted by Mr. 
Heniy Pitman, one of the most active and 
judicious apostles of the Co-operative cause. 

The number of members is 4580, being 
an increase of 132 for the three months i 
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I need not enter into similar parti- 
cnlars respecting tlae Corn-Mill Society, 
and 'will merely state that in 1860 its 
capital is set down, on the same autho- 
rity, at 26,6 18Z. 14s. 6d!., and the profit 
for that single year at 10,164L 12s. 6d. 
For the mamifacturing establishment I 
have no certified information later than 
that of Mr. Holyoake, who states the 
capital of the concern, in 1857, to be 
5500Z. But a letter in the Rochdale 
Observer of May 26, 1860, editorially 
announced as by a person of good in- 
formation, says that the capital had at 
that time reached 50,000t: and the 
same letter gives highly satisfactory 
statements respecting other similar 
associations : the Rossendale Industrial 
Company, capital 40,OOOZ. ; theWals- 
den Co-operative Company, capital 
8000Z. ; the Bacup and Wardle Com- 
mercial Company, with a capital of 
40,OOOZ., “of which more than one- 
third is borrowed at 5 per cent, and 
this circumstance, during the la^ two 
years of unexampled commercial pros- 
perity, has caused the rate of dividend 
to shareholders to rise to an almost 
fabulous height.” 

It is not necessary to enter into any 
details respecting the subsequent his- 
tory of English Co-operation ; the less 
so, as it is now one of the recognised 
elements in the progTessive movement 
of the age, and as such, has latterly 
been the subject of elaborate articles in 
most of our leading periodicals, the 
most recent, and one of the hest of 
which, was in the Edinburgh Review’’ 

the capital or assets of the society is 
69,636^. 10». Id,, or more than last quarter 
by 3687Z. 13s. 7^. The cash received for sale 
of goods is 45,8061. Os. lOM., being an increase 
of 2283Z. 12s. 5\d., as compared with the pre- 
vious three months. The profit realized’!!^ 
6713/. 2s. 7i:d., which after depreciating fixed 
stock account 182L 2s. 4^d., paying interest 
on share capital 698/. 176’. 6d., applying 2| per 
cent to an educational fund, viz. 122/. 17s. 9</., 
leaves a dividend to members on their pur- 
chases of 2s. 4d. in the pound. Non-members 
have received 261/. 18s. 4c/., at Is. 8c/. in the 
pound on their purchases, leaving Qd. in the 
pound profit to the society, 'which increases 
the reserve fund 104/. 16s. 4d. This fund 
now stands at 1352/. 7s. 11^^. the accumula- 
tion, of profits from the trade of the public 
with the store since September 1862, over 
and above the Is. 8c/. in the pound allowed to 
such purchasers/’ 


for October 1864 : and the progress of 
Co-operation from month to month is 
regularly chronicled in the “ Co-opera- 
tor.” I must not, however, omit to 
mention the last great step in advance, 
in reference to the Co-operative Stores ; 
the formation, in the North of England 
(and another is in course of formation 
in London) of a Wholesale Society, to 
dispense with the services of the whole- 
sale merchant as well as of the retail 
dealer, and extend to the Societies the 
advantage which each society gives to 
its own members, by an agency for 
co-operative purchases of foreign as 
well as domestic commodities direct 
from the producers. 

It is hardly possible to take any but 
a hopeful view of the prospects of man- 
kind, when in the two leading countries 
of the world, the obscure depths of 
society contain simple working men 
whose integrity, good sense, self-com- 
mand, anS. honourable confidence in 
one another, have enabled them to 
carry these noble experiments to the 
triumphant issue which the facts 
recorded in the preceding pages 
attest. 

From the progressive advance of the * 
co-operative movement, a great in- 
crea,se may he looked for even in the 
aggregate productiveness of industry. 
The sources of the increase are two- 
fold. In the first place, the class of 
mere distributors, "who are not pro- 
ducers hut auxiliaries of production, 
and wFose inordinate numbers, fer 
more than the gains cf capitalists, are 
the cause why so great a portion of the 
wealth produced does not reach the 
producers — will he reduced to more 
modest dimensions. Distributors differ 
from producers in this, that w’hen pro- 
ducers increase, even though in any 
given department of industry they may 
be too numerous, they actually produce 
more: hut the multiplication of distri- 
butors does not make more distribution 
to he done, more wealth to be distri- 
buted; it does hut divide the same 
work among a greater number of per- 
sons, seldom even cheapening the pro- 
cess. By limiting the distributors to 
the number really required for making 
the commodities accessible to the con- 
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BTimers — ^which is tlie direct effect of 
tire co-operative system — a vast number 
of bands will be set free for production, 
and the capital which feeds and the 
gains which remunerate them will be 
applied to feed and remunerate pro- 
ducers. This great economy of the 
world’s resources would be realized, 
even if co-operation stopped at as- 
sociations for purchase ^ and con- 
sumption, without extending to pro- 
duction. 

The other mode in which co-opera- 
tion tends, still more efficaciously, to 
increase the productiveness of labour, 
consists in the vast stimulus given to 
productive energies, by placing the 
labourers, as a mass, in a relation to 
their work which would make it their 
principle and their interest — at present 
it is neither — to do the utmost instead 
of the least possible in exchange for 
their remuneration. It is scarcely 
ossihle to rate too highly this material 
enefit, which yet is as nothing com- 
pared with the moral revolution in 
society that would accompany it : the 
healing of the standing feud between 
capital and labour ; the transformation 
of human life, from a conflict of classes 
struggling for opposite interests, to a 
IHendly rivalry in the pursuit of a good 
common to all ; the elevation of the 
dignity of labour, a new sense of 
security and independence in the 
labouring class, and the conversion 
of each human being’s daily occu- 
pation into a school of the social 
sympathies and the practical intelli- 
gence. 

Such is the noble ideal which the 
romoters of Co-operation should have 
efore them. But to attain, in any 
degree, these objects, it is indispensable 
that all, and not some only, of those 
who do the work, should he identified 
in intei’est with the prosperity of the 
undertaking. Associations which, 
w^hen they have been successful, re- 
nounce the essential principle of the 
system, and become joint-stock com- 
panies of a limited number of share- 
holders, who differ from those of qther 
companies only in being working men ; 
associations which employ hired la- 
bourers without any interest in the 


profits (and I grieve to say that the 
Manufacturing Society even of Eoch- 
dale has thus degenerated), are, no 
doubt, exercising a lawful right in 
honestly employing the existing system 
of society to improve their position as 
individuals: but it is not from them 
that anything needs he expected to- 
wards replacing that system by a 
better. rTeither will such societies, in 
the long run, succeed in keeping their 
ground against individual competition. 
Individual management by the one 
person principally interested, has great 
advantages over every description of 
collective management : co-operation 
has hut one thing to oppose to those 
advantages — the common interest of all 
the workers in the work. When indi- 
vidual capitalists, as they will cer- 
tainly do, add this to their other points 
of advantage ; when, even if only to 
increase their gains, they take up the 
practice which these co-operative socie- 
ties have dropped, and connect the 
pecuniary interest of every person in 
their employment with the most effi- 
cient and most economical manage- 
ment of the concern ; they are likely to 
gain an easy victory oyer societies 
which retain the defects, while they 
cannot possess the full advantages, of 
the old system. 

^ Under the most favourable sapposi- 
tion it will be desirable, and perhaps 
for a considerable length of time, that 
individual capitalists associating their 
workpeople in the profits, should co- 
exist with even those co-operative 
societies which are faithful to the co- 
operative principle. Unity of authority 
makes many things* possible, which 
could not, or would not, he undertaken, 
^subject to.the chance of divided coum 
oils, or changes in the management. A 
private capitalist, exempt from the 
- control of a body, if he is a person of 
capacity, is considerably more likely 
than almost any association to run 
judicious risks, and originate costly 
improvements. Co-operative societies 
may be depended on for adopting im- 
provements after they have been tested 
by success : hut individuals are more 
likely to commence things previously 
untried. Even in ordinary businesSj 
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the competition of capable persons who 
in the event of failure are to have all 
the loss, and in case of success the 
greater part of tlie gain, will be very 
useful in keeping tlie managers of co- 
operative societies up to the due pitch 
of activity and vigilance. , 

When, h owe ver, co-operative societies 
shall have sufficiently multiplied, it is 
not probable that any but the least 
valuable workpeople will any longer 
consent to work all their lives for wages 
merely : and both private capitalists 
and associations will gradually find it 
necessary to make the entire body of 
labourers participants in profits. Even- 
tually, and in perhaps a less remote 
future than may be supposed, we may, 
through the co-operative principle, see 
our w^ay to a change in society, which 
would combine the freedom , and inde- 
pendence of the individual, with the 
moralj intellectual, and economical 
advantages of aggregate production; 
and which, without violence or spolia- 
tion, or even any sudden disturbance 
of existing habits and expectations, 
wmuld realize, at least in the industrial 
department, the best aspirations of the 
democratic spirit, hy putting an end to 
the division of society into the indus- 
trious and the idle, and efiacing all 
social distinctions hut those fairly 
earned hy personal services and exer- 
tions. Associations like those which 
we have described, hy the very process 
of their success, are a course of educa- 
tion in those moral and active qualities 
hy which alone success can be either 
deserved or attained. As associations 
multiplied, they would tend more and 
more to absorb all workpeople, except 
those wbo have too little understanding, 
or too little ivirtue, to be capable of« 
learning to act on any other system 
than that of narrow’’ selfishness. As 
this change proceeded, owmers of capi- 
tal would gradually find it to their 
advantage, instead of maintaining the 
struggle of the old system with work- 
people of only the worst description, to 
lencl their capital to the associations ; 
to do this at a diminishing rate of in- 
terest, and at last, perhaps, even to 
exchange their capital for terminable 
annuities. In this or some such mode, 


the existing accumulations of capital 
might honestly, and hy a kind of spon- 
taneous process, become in the end the 
joint propert;y of all wdio participate in 
their productive employment: a trans- 
formation w'hicli, thus eflected, (and 
assuming of course that both sexes- 
participate equally in the rights and 
in the government of the association)*^ 
would he the nearest approach to social 
justice, and the most beneficial order- 
ing of industrial affairs for the universal 
good, which it is possible at present to 
foresee. 

§ 7. I agree, then, with the So- 
cialist writers in their conception of 
the form which industrial operations, 
lend to assume in the advance of im- 
provement; and I entirely share their 
opinion that the time is ripe for com- 
mencing this transformation, and that 
it should by all just and eftectual means 
be aided and encouraged. But while* 
I agree and sympathize with Socialists 
in this practical portion of their aims, 
I utterly dissent from the most conspi- 
cuous and vehement part of their 
teaching, their declamations against 
competition. With moral conceptions 
in many i-espects fiir ahead of the ex- 
isting arrangements of society, they 
have in general very confused and 
erroneous notions of its actual working ; 
and one of their gi’eatest errors, as I 
conceive, is to charge upon competition 
all the economical erils which at 
present exist. They forget that wher- 
ever competition is not, monopoly is 

* In this respect also the Eochdale Society 
has given an ^example of reason and justice, 
worthy of the good sense and good feeling 
•manifested in their general proceedings. 

The Rochdale Store,” says Mr. Holyoake, 

renders incidental hxat valuable aid towards 
realizing the civil independence of women. 
Women may he members of this Store, and 
vote in its proceedings. Single and married 
women join. Many married women beoomy 
members because their husbands will not 
take the trouble, and others join in it in self- 
defence, to prevent the husband from spend- 
ing their money in drink. The husband can- 
not withdraw the savings at the Store stand- 
' ing in the wife's name, unless she signs the- 
order. Of course, as the law stiU stands, the 
husband could by legal process get possession 
of the money. But a process takes time, and 
the husband gets sober and tbinks better of 
it before the law can move.” 
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and tliat monopoly, in all its forms, is 
•the taxation of tFe industrions for the 
support of indolence, if not of plunder. 
They forget, too, that with the excep- 
tion of competition among lahonrers, 
all other competition is for the benefit 
of the labourers, by cheapening the 
articles they consume; that competi- 
tion even in the labour market is a 
source not of low but of high wages, 
wherever the competition for labour 
exceeds the competition of labour, as 
in America, in the colonies, and in the 
skilled trades; and never could be a 
cause of low wages, save by the over- 
stocking of the labour market through 
the too great numbers of the labourers’ 
families; while, if the supply ^of la- 
bourers is excessive, not even Socialism 
•can prevent their remuneration from 
being low. Besides, if association were 
universal, there would be no competi- 
tion between labourer and labourer; 
and that between association and asso- 
ciation would be for the benefit of the 
consumers, that is, of the associa- 
tions ; of the industrious classes gene- 
rally. 

I do not pretend that there are no 
inconveniences in competition, or that 
the moral objections urged against it 
by Socialist waiters, as a source of 
jealousy and hostility among those 
engaged in the same occupation, are 
altogether groundless. But if compe- 
tition has its evils, it prevents greater 
evils. As M. Feugueray well says,* 
“ The deepest root of the evils and ini- 
quities which fill the industrial world, 
is not competition, but the subjection 
of labour to capital, and the enormous 
share which the possessors of the in- 
struments of industry are able to take 
from the produce. .... If competi- 
tion has great power for evil, it is no 
less fertile of good, especially in 'what 
regards the development of the indi- 
vidual faculties, and the success of 
innovations.” It is the common error 
cf Socialists to overlook the natural in- 
dolence of mankind ; their tendency to 
be passive, to be the slaves of habit, to 
persist indefinitely in a course once 
chosen. Let them once attain any 
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state of existence which they consider 
tolerable, and the danger to be appre- 
hended is that they will thenceforth 
stagnate ; will not exert themselvis to 
improve, and by letting tbeir faculties 
rust, will lose even tbe energy rec[uired 
to preserve them from deterioration. 
Competition may not be the best con- 
ceivable stimulus, but it is at present a 
necessary one, and no one can foresee 
the time when it will not he indispen- 
sable to progress. Even confining our- 
selves to the industrial department, in 
which, more than in any other, the 
majority may be supposed to be com- 
petent judges of improvements ; it 
would be difficult to induce the general 
assembly of an association to submit to 
the trouble and inconvenience of alter- 
ing their habits by adopting some new 
and promising invention, unless their 
knowledge of the existence of rival 
associations made them apprehend that 
what they would not consent to do, 
others would, and that they would be 
left behind in the race. 

Instead of looking upon competition, 
as the baneful and anti-socia] principle 
which it is held to be by the generality 
of Socialists, I conceive that, even in 
the present state of society and in- 
dustry, every restriction of it is an evil, 
and every extension of it, even if for 
the time injuriously affecting some 
class of labourers, is always an ultimate 
good. To be protected against com- 
petition is to be protected in idleness, 
in mental dulness; to be saved the 
necessity of being as active and as in- 
telligent as other people ; and if it is 
also to he j)rotected against being un- 
derbid for employment by a less highly 
paid class of labourers, this is only 
ijfvvhere old custom or local and partial 
monopoly has placed some particular 
class of artisans in a privileged position 
as compared with the rest; and the 
time has come when the interest of 
universal improvement is no longer 
promoted by prolonging the privileges 
of a few. If the slopsellers ^and others 
of their class have lowered the wages 
of tailors, and some other artisans, by 
making them an affair of competition 
instead of custom, so much the better 
in the end. What is now required is 
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not to bolster up old customs, whereby feel, that they have the same interests, 
limited classes of labouring people ob- and depend for their remuneration on 
tain partial gains which' interest them the same general causes, and must re- 
in keeping up the present organization sort for the improvement of their con- 
of society, but to introduce new general dition to the same remedies, as the less 
practices beneficial to all ; and there is fortunately circumstanced and. compa- 
reason to rejoice at whatever makes ratively helpless multitude, 
the privileged classes of skilled artisans 





BOOK V, 


ON THE INFLHEHCE OF GOVEENMEHT.. 

OHAPTBEL 

' OP THE FimCTIONS OP GOVERNMEKT IN GENERAL. 


§ 1. One of the ^ most ^disputed 
questions both in political science and 
in practical statesmanship at this par- 
ticular period, relates to the proper 
limits of the functions and agency of 
governments. At other times it has 
been a subject of controversy how go- 
vernments should he constituted, and 
according to what principles and rules 
they should exercise their authority ; 
but it is now almost equally a question, 
to what departments of human affairs 
that authority should extend. And 
when the tide sets so strongly towards 
changes in government and legislation, 
as a means of improving the condition 
of mankind, this discussion is more 
likely to increase than to diminish in 
interest. On the one hand, impatient 
reformers, thinking it easier and shorter 
to get possession of the government 
than of the intellects and dispositions 
of the public, are under a constant 
temptation to stretch the province^ of 
government beyond due bounds : while, 
on the other, manldud have been so 
much accustomed by their rulers to in- 
terference for purposes other than the j 
public good, or under an erroneous con- 
ception of what that good requires, 
and so many rash proposals are made 
by sincere lovers of improvement, for 
attempting, by compulsory regulation,- 
the attainment of objects which can. 
only he effectually or only usefully 
compassed by opinion and discussion, 
that there bas grown up a spirit of re- 
sistance in limine to the interference 
of government, merely as such, and a 
disposition to restrict its sphere of 


action within the narrowest bounds. 
From difierences in the historical de- 
velopment of different nations, not 
necessary to he here dwelt upon, the 
former excess, that of exaggerating 
the province of government, prevails 
most, both in theory and in practice, 
among the Continental nations, while 
in England the contrary spirit has 
hitherto been predominant. 

The general principles of the ques- 
tion, in so far as it is a question of 
principle, I shall make an attempt to 
determine in a later chapter of this 
Book : after first considering the effects 
produced by the conduct of government 
in the exercise of the functions univer- 
sally acknowledged to belong to it. 
For^this purpose, there must be a 
specification of the functions which are 
either inseparable from the idea of a 
government, or are exercised habitually 
and without objection by all govern- 
ments ; as distinguished from those 
respecting which it has been considered 
questionable whether governments 
should exercise them or not. The 
former may he termed the necessary ^ 
t^e‘ latter the optional, functions of 
government. By the term optional it 
is not meant to imply, that it can ever 
be a. matter of indifierence, or of arbi- 
trary choice, whether the government 
should or should not take upon itself 
the functions in question; but only 
that the expediency of its exercising 
them does not amount to necessity, and 
is a subject on which diversity of 
[ opinion does or may exist. 
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§ 2, In attempting to enumerate 
tile necessary functions of government, 
yra find them to be considerably more 
multifarious than most people are at 
first aware of, and not capable of being 
circumscribed by those very definite 
lines of demarcation, which, in the in- 
considerateness of popular discussion, 
it is often attempted to draw round 
them. We sometimes, for example, 
hear it said that governments ought to 
confine themselves to afibrding protec- 
tion against force and fraud : that, 
these two things apart, people should 
be free agents, able to take care of 
themselves, and that so long as a person 
practises no violence or deception, to 
tW injury of others in person or pro- 
perty, legislatures and governments 
are in no way called on to concern 
themselves about him. But why should 
people be protected by their govern- 
ment, that is, by their own collective 
strength, against violence and fraud, 
and not against other evils, except that 
the expediency is more obvious? If 
nothing, but what people cannot pos- 
sibly do for themselves, can be fit to be 
done for them by government, people 
might be required to protect them- 
selves by their skill and courage even 
against force, ov to beg or buy protec- 
tion against it, as they actually do 
where the government is not capable 
of protecting them : and against fraud 
every one has the protection of his own 
wits. But without further anticipating 
the discussion of principles, it is suffi- 
cient on the present occasion to con- 
sider facts. 

Under which of these heads, the re- 
pression of force or of fraud, are we to 
place the operation, for example, of the 
Jaws of inheritance? Some such laws 
must exist in all societies. It may h?^, 
said, perhaps, that in this matter go- 
vernment has merely to give effect to 
the disposition which an individual 
makes of his own property by will. 
This, however, is at least extremely 
disputable ; there is probably no coun- 
try by whose laws the power of testa- 
mentary disposition is perfectly abso- 
lute. And suppose the very common 
case of there being no will : does not 
the law, that is, the government^ decide 


on principles of general expediency, 
who shall take the succession? and in 
case the successor is in any manner 
incompetent, does it not appoint per- 
sons, frequently officers of its own, to 
collect the property and apply it to his 
benefit? There are many other cases 
in which the government undertakes 
the administration of property, because 
the public interest, or perhaps only 
that of the particular persons con- 
cerned, is thought to require it. This 
is often done in cases of litigated pro- 
perty; and -in cases of judicially de- 
clared insolvency. It has never been 
contended that in doing these things, 
a government exceeds its province. 

Nor is the function of the law in de- 
fining property itself, so simple a thing 
as may he supposed. It may he ima- 
gined, perhaps, that the law has only 
to declare and protect the right of 
every one to what he has himself pro- 
duced, or acquired by the volnntaiy 
consent, fairly obtained, of those who 
produced it. But is there nothing re- 
cognised as property except what has 
been produced ? Is there not the earth 
itself, its forests and waters, and all 
other natural riches, above and below 
the surface ? These are the inheri- 
tance of the human race, and there 
must he regulations for the common 
enjoyment of it._ What rights, and 
under what conditions, a person shall 
he allowed to exercise over any portion 
of this common inheritance, cannot be 
left undecided. No function of govern- 
ment is less optional than the regula- 
tion of these things, or more com- 
pletely involved in the idea of civilized 
society. 

Again, the legitimacy is conceded of 
repressing violence or treachery ; hut 
under which of these heads are we to 
place the obligation imposed on people 
to perform their contracts ? Non-per- 
formance does not necessarily imply 
fraud ; the person who entered into the 
contract may have sincerely intended 
to fulfil it : and the term fraud, which 
can scarcely admit of being extended 
even to the case of voluntary breach of 
contract :When no deception was prac- 
tised, is certainly not applicable when 
the omission to perform is a case of 
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negligence. Is it no part of tlie duty 
of governments to enforce contracts? 
Here the doctrine of non-interference 
would no doubt be stretched a little, 
and it would be i said, that enforcing 
contracts is not regulating the affairs 
of individuals at the pleasure of govern- 
ment, but giving effect to their own 
expressed desire. Let us acquiesce in 
this enlargement of the restrictive 
theory, and take it for what it is w^orth. 
But governments do not limit their 
concern with contracts to a simple en- 
forcement. They take upon themselves 
to determine what contracts are fit to 
be enforced. It is not enough that one 
person, not being either cheated or 
compelled, makes a promise to another. 
There are promises by which it is not 
for the public good that persons should 
have the power of binding themselves. 
To say nothing of engagements to do 
something contrary to law, there are 
engagements which the law refuses to 
enforce, for reasons connected with the 
interest of the promiser, or with the 
general policy of the state. A contract 
by which a person sells himself to an- 
other as a slave," would he declared 
void by the tribunals of this and of 
most other European countries. There 
are few nations whose laws enforce a 
contract for what is looked upon as 
prostitution, or any matrimonial en- 
gagement of w^hich the conditions vary 
in any respect from those which the 
law has thought fit to prescribe. But 
when once it is admitted that there are 
any engagements which for reasons of 
expediency the law ought not to en- 
force, the same question is necessarily 
opened with respect to all engage- 
ments. Whether, for example, the law 
should enforce a contract to labour, 
when the wages are too low, or the 
hours of work too severe : whether it 
should enforce a contract by which a 
person hinds himself to remain, for 
more than a very limited period, in the 
service of a given individual : whether 
a contract of marriage, entered into for 
life, should continue to be enforced 
against the deliberate will of the per- 
sons, or of either of the persons, who 
entered into it. Every question which 
can possibly arise as to the policy of 

P.E. 


contracts, and of the relations ^ which 
they establish among human beings, is 
a question for the legislator ; and one 
which he cannot escape from con- 
sidering, and in some way or other 
deciding. 

Again, the prevention and suppres- 
sion of force and fraud afford 'appro- 
priate employment for soldiers, police- 
men, and criminal judges ; hut there 
are also civil tribunals. The punish- 
ment of wrong is one business of an 
administration of justice, but the de- 
cision of dis|)utes is another. Innu- 
merable disputes arise between per- 
sons, without malajides on either side, 
through misconception of their legal 
rights, or from not being agreed about 
the facts, on the proof of which those 
rights are legally dependent. Is it 
not for the general interest that the 
State should appoint persons to clear 
up these uncertainties and terminate 
these disputes ? It cannot he said to 
he a case of absolute necessity. People 
might appoint an arbitrator, and en- 
gage to submit to his decision; and 
they do so where there are no courts 
of justice, or where the courts are not 
trusted, or where their delays and 
expenses, or the irrationality of their 
rules of evidence, deter people from, 
resorting to them. Still, it is uni- 
versally thought right that the State 
should establish civil tribunals ; and 
if their defects often drive people ta 
have recourse to substitutes, even then 
the power held in reserve of carrying 
the case before a legally constituted 
court, gives to the substitutes their 
principal efficacy. 

Not only does the State undertake 
to decide disputes, it takes precautions 
beforehand that disputes may not arise. 
^ The laws of most countries laydown 
itdes for determining many things, not 
because it is of much consequence rii 
what way they are determined, but in 
order that they may he determined 
somehow, and there may he no ques- 
tion on the subject. The law pre- 
scribes forms of words for many kinds 
of contract, in order that no dispute 
Or misunderstanding may arise about 
their meaning : it makes provision 
■ that if a dispute does arise, evidence 
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sTiall be procurable for deciding it, by rougbfares, is another; whether done 
requiring that the document be at- by the general government, or, as is 
tested by witnesses and executed more usual, and generally moie ad 
with certain formalities. The law visable, hy^ a municipal authority, 
preserves authentic evidence of facts Making or improving harbours, build- 
to which legal consequences are at- ing lighthouses, making surveys in 
tached, hy keeping a registry of such order to have accurate maps and 
facts ; as of hirths, deaths, and mar- -charts, raising dykes to keep the sea 
riages, of wills and contracts, and of out, and embankments to keep rivers 
judicial proceedings. In doing these in, are cases in point. ^ 
things, it has never been alleged that Examples might be inchfinitely mul- 
government oversteps the proper limits, tiplied without intruding on any dis- 
of its functions. pnted ground. Bnt enough has been 

Again, however wide a scope we said to show that the admitted func- 
may allow to the doctrine that indi- tions of government embrace a much 
viduals are the proper guardians of , wider field than can easily he included 
their own interests, and that govern- within the ring-fence of any restrictive 
ment owes nothing to them but to definition, and that it is hardly pos- 
aave them from being interfereckwith sible to find any ground of justification 
by other peoxde, the doctrine can never common to them all, except the com- 
be applicable to any persons but those prehensive one of general expediency ; 
who are capable of acting in their owm nor to limit the interference of govern- 
behalf. The individual may be an ment by any universal rule, save the 
infant, or a lunatic, or fallen into simple and vague one that it should 
imbecility. The law surely must look never he admitted but when the case 
after the interests of such persons. It of expediency is strong, 
does not necessarily do this through 

officers of its own. It often devolves § 3. Some observations, however, 
the trust upon some relative or may be usefully bestowed on the 
connexion. But in doing so is its nature of the considerations on which 
duty ended ? Can it make over the the question of government interference 
interests of one person to the control is most likely to turn, and on the 
of another, and be excused from super- mode of estimating the comparative 
vision, or from holding the person magnitude of the expediencies in- 
thus trusted, responsible for the dis- volved. This will form the last of 
charge of the trust ? the three parts into which our discus- 

There is a multitude of cases in sion of the principles and eftects of 
which governments, with general ap- government interference may con- 
probation, assume powers and execute veniently he divided. The following 
functions for which no reason can he will he our division of the subject, 
assigned except the simple one, that We shall first consider the econo- 
they conduce to general convenience, mical effects arising from the manner 
We may take as an example, the in which governments perform their 
function (which is a monopoly too) of J necessary and acknowledged func- 
coining money. This is assumed for tions. 

no more recondite purpose than that We shall then pass to certain go- 
of saving to individuals the trouble, vernmental interferences of what I 
delay, and expense of weighing and have termed the optional kind (i.e. 
assaying. No one, however, even of overstepping the boundaries of the 
those most jealous of state interfer- universally acknowledged functions) 
ence, has objected ta this as an im- which have heretofore taken place, 
proper exercise of the powers of and in some cases still take place, 
government. Prescribing a set of under the influence of false general 
standard weights and measures^ is theories, 

another instance. Paving, lighting, It will lastly remain to inquire 
and cleansing the streets and the- whether, independently of any false 
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tlieory, and consistently with a correct 
view of the laws which regulate human 
affairs, there he any cases of the 
optional class in which governmental 
interference is really advisable, and 
what are those cases. 

The first of these divisions is of an 
extremely miscellaneous character: 
since the necessary functions of go- 
vernment, and those which are so 
manifestly expedient that they have 
never or very rarely been objected to, 
are, as already pointed out, too 
various to be brought under any very 
simple classification. Those, how- 
ever, which are of principal import- 
ance, which alone it is necessary here 


to consider, may be reduced to the 
following general heads. 

First, the means adopted by govern- 
ments to raise the revenue which is the 
condition of their existence. 

Secondly, the nature of the laws 
which they prescribe on the two 
great subjects of Property and Con- 
tracts. 

Thirdly, the excellences or defects 
of the system of means by which they 
enforce generally the execution of 
their laws, namely, their judicature 
and police. 

We commence with the first head, 
that is, with the theory of Taxa- 
tion. 


CHAPTER 11. 


ON THE GENERAL PKINCIPLES OF TAXATION. 


§ 1. The q^ualities desirable, eco- 
nomically speaking, in a system of 
taxation, have been embodied by 
Adam Smith in four maxims or prin- 
ciples, which, having been generally 
concurred in by subsequent writers, 
may be said to have become classical, 
and this chapter cannot be better com- 
menced than by quoting them.^- 

“ 1. The subjects of every state 
ought to contribute to the support of 
the government, as nearly as_^possible 
in proportion to their respective abili- 
ties : that is, in proportion to the re- 
venue which they respectively enjoy 
under the protection of the state. In 
the observation or neglect of this 
maxim consists what is called the 
equality or inequality of taxation. 

“ 2. The tax which each individual 
is bound to pay ought to be certain, 
and not arbitrary. The time of pay- 
ment, the manner of payment, the 
quantity to be paid, ought all to be 
clear and plain to the contributor,^ and 
to every other person. Where it is 
otherwise, every person subject to the 
tax is put more or less in the power of 
Wealth of JKoMons, book v. cb ii. 


the taxgatherer, who can either aggra- 
vate the tax upon any obnoxious con- 
tributor, or extort by the terror of such 
aggravation, some present or perqui- 
site to HmseE Ime uncertainty of 
taxation encourages the insolence and 
favours the corruption of an order of 
men who are naturally unpopular,, 
even when the.y are neither insolent 
nor corrupt. The certainty of what 
each individual ought to pay is, in 
taxation, a matter of so great impor- 
tance, that a very considerable degree 
of inequality, it appears, I believe, 
from the experience of all nations, is 
not near so great an evil, as a very- 
small degree of uncertainty. 

“3. Every tax ought to he le-Tied at 
the time, or in the manner, in which 
it is most likely to he convenient for 
the contributor to pay it. A tax upon 
the rent of land or of houses, payable 
at the same term at which such rents 
are -usually paid, is levied at a time 
when it is most likely to he convenient 
for the contributor to pay ; or when he 
is most likely to have -wherewithal, to 
pay. Taxes upon such consumable 
goods as are articles of luxury, are all 
I I 2 
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finally paid fiy the consumer, and 
generally in a manner that is veiy 
convenient to him. He pays them 
by little and little, as he has occasion 
to buy the goods. As he is at liberty, 
too, either to buy or not to buy, as he 
pleases, it must be his own fault if he 
ever sufiers any considerable incon- 
venience from such taxes. 

“4. Every tax ought to be so con- 
trived as both to take out and to keep 
out of the pockets of the people as 
little as possible over and above what 
it brings into the public treasury of 
the state. A tax may either take out 
or keep out of the pockets of the people 
a great deal more than it brings into 
the public treasury, in the four follow- 
ing ways. Eirst, the levying of it 
may require a great number of ofScers, 
whose salaries may eat up the g;^ater 
part of the produce of the tax, and 
whose perquisites may impose another 
additional tax upon the people.” Se- 
condly, it may divert a portion of the 
labour and capital of the community 
from a more to a less productive em- 
ployment. “ Thirdly, by the forfeitures 
and otlj;er penalties which those un- 
fortunate individuals incur who at- 
tempt unsuccessfully to evade the tax, 
it may frequently ruin them, and there- 
by put an end to the benefit which the 
community might have derived from 
the employment of their capitals. An 
injudicious tax offers a great tempta- 
tion to smuggling. Fourthly, by sub- 
jecting the people to the frequent visits 
and the odious examination of the tax- 
gatherers, it may expose them to much 
unnecessary trouble, vexation, and op- 
pression;” to which may he added, 
that the restrictive regulations to 
which trades and manufactures arej 
•often subjected to prevent evasion of & 
tax, are not only in themselves trouble- 
some and expensive, but often oppose 
insuperable obstacles to making im- 
provements in the processes. 

The last three of these four maxims 
require little other explanation or illus- 
tration than is contained in the pas- 
sage itself. How far any given tax 
conforms to, or conflicts with them, is 
a matter to be considered in the dis- 
cussion of particular taxes. But the 


first of the four points, equality of tax- 
ation, requires to be more fully exa- 
mined, being a thing often imperfectly 
understood, and on which many false 
notions have become to a certain de- 
gree accredited, through the absence 
of any definite principles of judgment 
in the popular mind. 

§ 2. For what reason ought equality 
to be the rule in matters of taxation ? 
For the reason, that it ought to he so 
in all affairs of government. As a 
government ought to make no dis- 
tinction of persons or classes in the 
strength of their claims on it, w^hat- 
ever sacrifices it requires from them 
should be made to hear as nearly as 
possible with the same pressure upon 
all ; which, it must be observed, is the 
mode by which least sacrifice is occa- 
sioned on the whole. If any one bears 
less than his fair share of the burthen, 
some other person must suffer more 
than his share, and the alleviation to 
the one is not, on the average, so 
great a good to him, as the increased 
pressure upon the other is an evil. 
Equality of taxation, therefore, as a 
maxim of politics, means equality of 
sacrifice. It means apportioning the 
contribution of each person towards 
the expenses of government, so that 
be shall feel neither more nor less 
inconvenience from his share of the 
payment than every other person ex- 
periences from his. This standard, 
like other standards of perfection, can- 
not he completely realized; but the 
first object in every practical discus- 
sion should be to know what perfection 
is. 

There are persons, however, who are 
not content with the general principles 
of justice as a basis to ground a rule of 
finance upon, hut must have something, 
as they think, more specifically appro- 
priate to the subject. What best 
pleases them is, to regard the taxes 
paid by each memher of the community 
as an equivalent for value received, in 
the shape of service to himself; and 

each contribute in proporiion to his 
means, upon the grofind, that he who 
has twice as much property to he pro- 
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tected, receives, on an accurate calcu- 
lation, twice as mucli protection, and 
ought, on the principles of bargain and 
sale, to pay twice as much for it. 
Since, however, the assumption that 
government exists solely for the pro- 
tection of property, is not one to he de- 
liberately adhered to ; some consistent 
adherents of the quid •pro quo principle 
go on to obseiTe, that protection being 
required for person as •well as propei'ty, 
and everybody’s person receiving the 
same amount of protection, a poll-tax 
of a fixed sum per head is a proper 
equivalent for this part of the benefits 
of government,' while the remaining 
part, protection to property, should he 
paid for in proportion to property. 
There is in this adjustment a false air 
of nice adaptation, very acceptable to 
some minds. But in the first place, it 
is not admissible that the protection of 
persons and that of property are the 
sole purposes of government. The 
ends of government are as comprehen- 
sive as those of the social union. They 
consist of all the good, and all the im- 
munity from evil, which the existence 
of government can be made either 
directly or indirectly to bestow. In 
the second place, the practice of setting 
definite values on things essentially 
indefinite, and making them a ground 
of practical conclusions, is peculiarly 
fertile in false views of social questions. 
It cannot be admitted, that to be pro- 
tected in the ownership of ten times as 
much property, is to be ten times as 
much protected. Neither can it he 
truly said that the protection of lOOOZ. 
a year costs the State ten times as 
much as that of lOOZ. a year, rather 
than twice as much, or exactly as 
much. The same judges, soldiers,, 
sailors, who protect the one protect the 
other; and the larger income does not 
necessarily, though it may sometimes, 
require even more policemen. Whether 
the labour and expense of the protec- 
tion, or the feelings of the protected 
person, or any other definite thing he 
made the Standard, there is no such 
proportion as the one supposed, nor 
any other definable proportion. If we 
wanted to estimate the degrees of 
benefit which difierent persons derive 


from the protection of government, we 
should have to consid^er who would 
suffer most if that protection^ were 
■withdrawn : to which question if any 
answer could be made, it must be, that 
those would suffer most who were 
weakest in mind or body, either by 
nature or by position. Indeed, such 
persons would almost infallibly he 
slaves. If there were any justice, 
therefore, in the theory of justice now 
under consideration, those who are 
least capable of helping or defending 
themselves, being those to whom the 
protection of government is the most 
indispensable, ought to pay the greatest 
share of its price : the reverse of the 
true idea of distributive justice, which 
consists not in imitating but in re- 
dressing the inequalities and wrongs of 
nature. 

Government must be regarded as so 
pre-eminently a concern of all, that to> 
determine who are most interested in 
it is of no real importance. If a person 
or class of persons receive so small a. 
share of the benefit as makes it neces- 
sary to raise the question, there is 
something else than taxation which is 
amiss, and the thing to be done is to 
remedy the defect, instead of recognis- 
ing it and making it a ground for de- 
manding-less taxes. As, in a case of 
voluntary subscription for a purpose in 
which all are interested, all are thought 
to have done their part fairly when 
each has contributed according to his 
means, that is, has made an equal 
sacrifice for the common object ; in 
like manner should this be the prin- 
ciple of compulsory contributions : and 
it is superfluous to look for a more in- 
genious or recondite ground to rest the 
principle upon. 

§ 3. Setting out, then, from the 
maxim that equal sacrifices ought to 
be demanded from all, we have next to 
inquire whether this is in fact done, by 
making each contribute the same per- 
centage on his pecuniary means. Many 
persons maintain the negative, saying 
that a tenth part taken from a small 
income is a heavier burthen than the 
same fraction deducted from one much 
larger : and on this is grounded the 
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very popular sclieine of wliat is called 
a graduated pTOperty-tax, viz;, aa in- 
come tax in wliicli the percentage rises 
with the amount of the income. 

On the best consideration I am able 
to give to this question, it appears to 
me that the portion of truth which the 
doctrine contains, arises principally 
from the difference between a tax which 
can be saved from luxuries, and one 
which trenches, in ever so small a de- 
gree, upon the necessaries of life. To 
take a thousand a year from the pos- 
sessor of ten thousand, would not de- 
prive him of any thing really conducive 
either to the support or to the comfort 
of existence ; and if snch would he the 
effect of taking five pounds from one 
whose income is fifty, the sacrifice re- 
-quired from the last is not only greater 
than, hut entirely incommensurahle 
vnth, that imposed upon the first. The 
mode of adjusting these inequalities of 
pressure which seems to he the most 
equitable, is that recommended by 
Bentham, of leaving a certain mini- 
mum of income, sufficient to provide 
the necessaries of life, untaxed. Sup- 
pose 6QL a year to be sufficient to pro- 
vide the number of persons ordinarily 
supported from a single income, with 
the requisites of life and health, and 
with protection against habitual bodily 
suffering, hut not vdtb any indulgence. 
This then should he made the mini- 
mum, and incomes exceeding it should 
pay taxes not upon their whole amount, 
but upon the surplus. If the tax he 
ten per cent, an income of 60?. should 
be considered as a net income of 10?., 
and charged with 1?. a year, while an 
income of 1 000?. should he charged as 
one of 950?. Each would then pay a 
fixed proportion, not of his whole 
means, but of bis superfluities.^ An 
income not exceeding 50?. should not 
be taxed at all, either directly or by 
taxes on necessaries ; for as by suppo- 
sition this is the smallest income which 
labour ought to be able to command, 
the government ought not to be a party 

* This principle of assessment has been 
partially adopted by Mr. Gladstone at the 
last renewal of the income tax. From' 100Z„ 
at which the tax begins, up to 200Z., the 
income only pays tax on the excess above 
60Z. 


to making it smaller. This arrange- 
ment however would constitute a 
reason, in addition to ^ others which 
might he stated, for maintaining taxes 
on articles of luxury consumed by the 
poor. The immunity extended to the 
income required for necessaries, should 
depend on its being actually expended 
for that purpose ; and the poor who, 
notjraving more than enough for neces- 
saries, divert any part of it to indul- 
gences, should like other people con- 
tribute their quota out of those in- 
dulgences ,to the expenses of the 
state. 

The^ exemption in favour of the 
smaller incomes should not, I think, be 
stretched further than to the amount 
of income needful for life, ^health, and 
immunity from bodily pain. If 50?. 
a year is sufficient (which may be 
doubted) for these purposes, an income 
of 100?. a year would, as it seems to 
me, obtain all the relief it is entitled 
to, compared with one of 1000?., by 
being taxed only on 50?. of its amount. 
It may be said, indeed, that to take 
100?. from 1000?. (even giving back 
five pounds) is a heavier impost than 
1000?. taken from 10,000?. (giving 
hack the same five pounds). But this 
doctrine seems to me too disputable 
altogether, and even if true at all, not 
true to a sufficient extent, to be made 
the foundation of any rule of taxation. 
Whether the person with 10,000?. a 
year cares less for 1000?. than the 
person with only 1000?. a year cares 
for 100?., and if so, how much less, 
does not appear to me capable of being 
decided with tlie degree of certainty on 
which a legislator or a financier ought 
to act. 

^ Some indeed contend that the imle 
of proportional taxation bears harder 
upon the moderate than upon the large 
incomes, because the same proportional 
payment has more tendency in the 
former case than in the latter, to re- 
duce the payer to a lower grade of 
social rank. The fact appears to me 
more than questionable. But even ad- 
mitting it, I object to its being con- 
sidered incumbent on *governraent to 
shape its course by such considerations, 
or to recognise the notion that social 
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importance is or can 1)6 determined by 
amount of expenditure. Government 
engbt to set an example of rating all 
things at tlieir trae value, and riches, 
therefore, at the worth, for comfort or 
pleasure, of the things which they will 
buy: and ought not to sanction the 
vulgarity of prizing them for the pitiful 
vanity of being known to possess them, 
or the paltry shame of being suspected 
to be without them, the presiding mo- 
tives of three-fourths of the expenditure 
of the middle classes- The sacrifices 
of real comfort or indulgence which 
government requires, it is bound to 
apportion among all persons with as 
much equality as possible ; but their 
sacrifices of the imaginary dignity de- 
pendent on expense, it may spare itself 
the trouble of estimating, . 

Both in England and on the Conti- 
nent a graduated property-tax has 
been advocated, on the avowed ^ound 
that the state should use the instru- 
ment of taxation as a means of miti- 
gating the inequalities of wealth. I 
am as desirous as any one,^ that means 
should be taken to diminish those in- 
equalities, hut not so as to relieve the 
prodigal at the expense of the prudent. 
To tax the larger incomes at a higher 
percentage than the smaller, is to lay 
a tax on industry and economy ,* to 
impose a penalty on people for having 
worked harder and saved more than 
their neighbours. It is not the for- 
tunes wdiich are earned, hut those 
which are unearned, that it is for the 
public good to place under limitation. 
A just and wise legislation would ab- 
stain from holding out motives for 
dissipating rather than, saving the 
earnings of honest , exertion: Its im- 
partiaiitjr between competitors would 
consist in endeavouring that thejr 
should all start fair, and not- in hang- 
ing a weight upon the swift to dimi- 
nish the distance between them and 
the slow. Many, indeed, fail with 
greater efforts than those with which 
others succeed, not from difference of 
merits, hut difference oi‘ opportunities ; 
but if all were done which it would he 
In the power of a good government to 
do, by instruction and by legislation, 
to diminish this inequality of oppor- 


tunities, the differences of fortune aris- 
ing from people’s own earnings could 
not justly give umbrage. With re- 
spect to the large fortunes acquired by 
gift or inheritance, the power of Ije- 
queathing is one of those privileges 
of property which are fit subjects for 
regulation on grounds of general ex- 
pediency ; and I have already sug- 
gested,* as a possible mode of re- 
straining the accumulation of large 
fortunes in the hands of those who 
have not earned them by exertion, a 
limitation of the amount which any 
one person should he permitted to 
acquire by gift, bequest, or inheritance. 
Apart from this, and from the proposal 
of Bentham (also discussed in a former 
chapter) that collateral inheritance in 
case of intestacy should cease, and the 
property escheat to the state, I con- 
ceive that inheritances and legacies, 
exceeding a certain amount, are highly 
proper subjects for taxation : and that 
the revenue from them should be as 
great as it can be made without giving 
rise to evasions, by donation during 
litb or concealment of property, such 
as it would be impossible adequately 
to check. The principle of graauation 
(as it is called,) that is, of levying a 
larger percentage on a larger sum, 
though its application to general taxa- 
tion would he in my opinion objection- 
able, seems to me both just and ex- 
pedient as applied to legacy and in- 
heritance duties. 

The objection to a graduated pro- 
perty-tax applies in an aggravated 
degree to the proposition of an exclu- 
sive tax on what is called ‘‘realized 
property,” that is, property not form- 
ing a part of any capital engaged in 
business, ^or rather in business under 
the supeiintendence of the owmer : as 
land, the public funds, money lent on 
mortgage, and shares (I presume) in 
joint-stock companies. Except the 
proposal of applying a sponge to the 
national debt, no such palpable viola- 
tion of common honesty has found 
sufficient support in this country,, 
during the present generation, to ha. 
regarded as within the domain of dis- 
cussion. It has not the palliation of 
Supra, book ii. ch. ii. 
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a graduated property-tax, tlat of lay- 
ing tie burthen on those best able to 
bear it; for “realized property” in- 
cludes the far larger portion of the 
provision 2 /iade for those who are un- 
able to work, and consists,' in great 
part, of extremely small fractions. I 
can hardly conceive a more shameless 
pretension than that the major part of 
the property of the country, that of 
merchants, manufacturers, farmers, and 
shopkeepers, should he exempted from 
its share of taxation; that these classes 
should only begin to pay their propor- 
tion after retiring from business, and 
if they never retire should be excused 
from, it altogether. But even this does 
not give an adequate idea of the in- 
justice of the proposition. The burthen 
thus exclusively thrown on the owners 
of the smaller portion of the wealth of 
the community, would not even be a 
burthen on that of persons in 
perpetual succession, hut would fall 
exclusively on those who happened to 
compose it w'hen the tax was laid on. 
As land and those particular secmuties 
would thenceforth yield a smaller net 
income, relatively to the general inte- 
rest of capital and to the profits of 
trade ; the balance wuuld rectify itself 
by a permanent depreciation of those 
kinds of property. Future buyers 
would acquire land and securities at a 
reduction of price, equivalent to the 
peculiar tax, which tax they would, 
therefore, escape from paying; while 
the original possessors would remain 
burthened with it even after parting 
with the property, since they wnuld 
have sold their land or securities at a 
loss of value equivalent to the fee- 
simple of the tax. Its imposition 
would thus he tantamount to the con- 
fiscation for public uses of a percentage 
of their property, equal to the percent- 
age hid on their income by the tax. 
That such a proposition should find 
any favour, is a striking instance of 
the want of conscience in matters of I 
taxation, resulting from the absence 
of any fixed principles in the public 
mind, and of any indication of a sense , 
of justice on the subject in the general 
conduct of governments. Should the 
scheme ever enlist a large party in its 


support, the fact would indicate a laxity 
of pecuniary integrity in national af- 
fairs, scarcely inferior to American 
repudiation. 

§ 4. Whether the profits of trade 
may not rightfully he taxed at a lower 
rate than incomes derived from inte- 
rest or rent, is part of the more com- 
prehensive question, so often mooted 
on the occasion of the present income- 
tax, whether ^ life incomes should he 
subjected to the same rate of taxation 
as perpetual incomes : whether sala- 
ries, for example, or annuities, or the 
gains of professions, should pay the 
same percentage as the income from 
inheritable property. 

The existing tax treats all kinds of 
incomes exactly alike, taking its seven- 
pence (now sixpence) in the poiu^, as 
well from the person whose i*ome 
dies with him, as from the landholder, 
stockholder, or mortgagee, who can 
transmit his fortune undiminished to 
his descendants. This is a visible in- 
justice : yet it does not arithmetically 
violate the rule that taxation ought to 
he in proportion to means. When it 
is said that a temporary income ought 
to he taxed less than a permanent one, 
the reply is irresistible, that it is taxed 
less ; for the income which lasts only 
ten years pays the tax only ten years, 
while that which lasts for ever pays 
for ever. On this point some financial 
reformers are guilty of a great fallacy. 
They contend that incomes ought to 
be assessed to the income-tax not in : 
proportion to their annual amount, hut/ 
to their capitalized value : that, for 
example, if the value of a perpetual 
annuity of 1001. is 80001., and a life 
annuity of the same amount being 
worth only half the number of years’ 
purchase could only he sold for 15002., 
the perpetual income should pay twice 
as much per cent income-tax as the 
terminable income ; if the one pays 
I 101. a year, the other should pay only 
51. /but in this argument there is 
the obvious oversight, that it values 
the incomes by one standard and the 
payments by another; it capitalizes 
the incomes, but forgets to capitalize 
the payments. An annuity worth 
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SGOOZ. onght, it is alleged, to be taxed 
twice as biglily as one wbicb is only 
worth 1500^., and no assertion can be 
more unquestionable ; but it is for- 
gotten that the income worth 80002. 
pays to the supposed income-tax 1 02. 
a year in peijpetuity, which is equiva- 
lent, by supposition, to 3002., while the 
terminable income pays the same 102. 
only during the life of its owner, which 
on the same calculation is a yalue of 
1502,, and could actually bp bought for 
that sum. Already, therefore, the in- 
come which is only half as valuable, 
pays only half as much to the tax; and 
if in addition to this its annual quota 
were reduced from 102. to 52., it would 
pay, not half, but a fourth part only of 
the payment demanded from the per- 
petual income. To make it just that 
the one income should pay only half 
as much per annum as the other, it 
would be necessary that it should pay 
that half for the same period, that is, 
in perpetuity. 

The rule of payment which this 
school of financial reformers contend 
for, would be very proper if the tax 
were only to be levied once, to meet 
some national emergency. On the 
principle of requiring from all payers 
an equal sacrifice, every person who 
had anything belonging to him, re- 
versioners included, would be called 
on for a payment proportioned to the 
present value of his property. I 
wonder it does not occur to the re- 
formers in question, that precisely be- 
cause this principle of assessment 
would he just in the case of a pay- 
ment made once for all, it cannot 
possibly bo just for a permanent tax. 
When each pays only once, one person 
pays no often e r than another ; and the 
proportion -which would be just in that 
case, cannot also he just if one person 
has to make the payment only once, 
and the other several times. This, 
however, is the type of the case which 
actually occurs. The permanent in- 
comes pay the tax as much oftener 
than the temporary ones, as a per- 
petuity exceeds the certain or un- 
certain length of time which forms 
the duration of the income for life or 
years. 
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All attempts to establish a claim in 
favour of terminable incomes on nu- 
merical grounds — ^to make out, in 
short, that a proportional tax is not a 
proportional tax — are manifestly ab- 
surd. The claim does not rest on 
grounds of arithmetic, but of human 
wants and feelings. It is not because 
the temporary annuitant has smaller 
means, but because he has greater 
necessities, that he ought to be as- 
sessed at a lower rate. 

In spite of the nominal equality of 
income. A, an annuitant of 10002- a 
year, cannot so well afford to pay 1002. 
out of it, as B who derives the same 
annual sum from heritable property; 
A having usually a demand on Ms 
income which B has not, namely, to 
pro-vide hy saving for children or 
others; to which, in the case of 
salaries or professional gains, must 
generally he added a provision for his 
own later years ; while B may expend 
his whole income without injury to 
his old age, and still have it all to 
bestow on others after his death. If 
A, in order to meet these exigenciesy 
must lay by 3001. of his income, to take 
1002. from Mm as income-tax is to 
take 1002- from 7002., since it must be 
retrenched from that -part only of M.s 
means which he can afford to spend 
on his own consumption. Were he to 
throw it rateahly on what he spends 
and on what he saves, abating 702. 
from his consumption and 302. from 
his annual saving, then indeed his 
immediate sacrifice would be propor- 
tionally the same as B’s: but then 
his children or his old age would be 
worse provided for in consequence of 
the tax. The capital sum which 
t^rould be accumulated for them would 
be one-tenth less, and on the reduced 
income afforded hy this reduced ca- 
pital, they would he a second time 
charged with income-tax ; while B's 
heirs wmiild only be charged once. 

The principle, there lore, of equality 
of taxation, interpreted in its only 
just sense, equality of sacrifice, re- 
quires that a person who has no means 
of providing for old ago, or for tlioso 
in whom he is interested, except by 
saving from income, should have the 
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tax remitted on all that part of his 
income which is really and 
applied to that purpose. 

If, indeed, reliance could he placed 
GO the conscience of the contributors, 
or sufficient security taken for the cor- 
rectness of their statements by colla- 
teral precautions, the proper mode of 
assessing an income-tax would be to 
tax only the part of income devoted to 
expenditure, exempting that which is 
saved. Por when saved and invested 
(and all savings, speaking generally, 
are invested) it thenceforth pays in- 
come-tax on the interest or profit 
which it brings, notwithstanding that 
it has already been taxed on the prin- 
cipal. Unless, therefore, savings are 
exempted irom income-tax, the con- 
trihntors are twice taxed on what they 
save, and only once on what they 
spend. A person who spends all he 
receives, pays Id, in the ponnd, or say 
three per cent, to the thx, and no 
more; hut if he saves pari of the 
year’s income and buys stock, then in 
addition to the three per cent which 
he has paid on the principal, and 
which diminishes the interest in the 
same ratio, he pays three per cent 
annually on the interest itself, vdnch 
is equivalent to an immediate pay- 
ment of a second three per cent on 
the principal. So that while unpro- 
ductive expenditure pays only three 
per cent, savings pay six per cent ; or 
more correctly, three per cent on the 
whole, and another three per cent on 
the remaining ninety-seven. The dif- ' 
ference thus created to the disad- 
vantage of prudence and economy, is 
not only impolitic hut unjust. To tax 
the sum invested, and afterwards tax 
also the proceeds of the investment, in 
to tax the same portion of the con- 
tributor’s means twice over. The 
principal and the interest cannot 
both together form part of his re- 
sources-; they are the same portion 
twice counted : if he has the interest, 
it is because he abstains from using 
the principal ; if he spends the prin- 
cipal, he does not receive the in- 
terest. Yet hecause he can do either 
of the two, he is taxed as if he 
could do both, and could have the 


benefit of the saving and that of the 
spending, concurrently with one an- 
other.’ 

It has been urged as an objection to 
exempting savings from taxation, that 
the law ought not to disturb, by arti- 
ficial interference, the natural com- 
petition between the motives for 
saving and those for spending. But 
we have seen that the law disturbs 
this natural competition when it taxes 
savings, not when it spares them ; for 
as the savings pay at any rate the 
full tax as soon as they are invested, 
their exemption from payment in the 
earlier stage is necessary to prevent 
them from paying twice, while money 
spent in unprodnctive consumption 
pays only once. It has been further 
objected, that since the rich have the 
greatest means of saving, any privilege 
given to savings is an advantage be- 
stowed on the rich at the expense of 
the poor. I answer, that it is bestowed 
on them only in proportion as they 
abdicate the personal use of their 
riches ; in proportion as they divert 
their income from the supply of their 
owm wants, to a productive invest- 
ment, through which, instead' of 
being consumed by themselves, it is 
distributed in wages among the 

oor. If this be favouring the rich, 
should like to have it pointed 
out, what mode of assessing taxation 
can deserve the name of favouring 
the poor. 

No income-tax is really just, from 
''which savings are not exempted ; and 
no income-tax ought to be voted with- 
out that provision, if the form of the 
returns, and the nature of the evidence 
required, could he so arranged as to 
prevent the exemption from being 
taken fraudulent advantage of, by 
saving with one hand and getting 
into debt with the other, or by spend- 
ing in the following year what had' 
been passed tax-free as saving in the 
year preceding. If this difficulty could 
be surmounted, the difficulties and 
complexities arising from the com- 
parative claims of temporary and per- 
manent incomes, •would disappear; for 
since temporary .incomes have no just 
claim to lighter taxation than per- 
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manent incomes, except in so far as 
their possessors are more called upon to 
save, the exemption of wliat they do 
save woiild fully satisfy the claim. 
But if no plan can he devised for the 
exemption of actual savings, sufficiently 
free from liability to fraud, it is neces- 
sary, as the next thing in point of 
justice, to take into account in assess- 
ing the tax, what the different classes 
of contributors ought to save. And 
there would probably be no other 
mode of doing this than the rough 
expedient of two different rates of 
assessment. There would be great 
difficulty in taking into account dif- 
ferences of duration between one ter- 
minable income and another ; and in 
the most frequent case, that of incomes 
dependent on life, differences of age and 
health would constitute such extreme 
diversity as it would be impossible to 
take proper cognizance of. It would 
probably be necessary to be content 
with one uniform rate ’for all incomes 
of inheritance, and another uniform 
rate for all those which necessarily 
terminate with the life of the indi- 
vidual. In fixing the proportion be- 
tween the two rates, there must 
inevitably be something arbitrary; 
perhaps a deduction of one-fourth in 
favour of life-incomes would be as little 
objectionable as any which could be 
made, it being thus assumed that one- 
fourth of a life-income is, on the 
average of all ages and states of 
health, a suitable proportion to be laid 
by as a provision for successors and 
for old age.'^ 

* Mr. Hubbard, the first person who, as a 
practical legislator, has attempted the recti- 
fication of the income tax on principles of 
unimpeachable Justice, and whose well-con- 
lieived plan wants little of being as near an 
jipproximation to a just assessment as it is 
likely that means could be found of carrying 
into practical effect, proposes a deduction 
not of a fourth but of a third, in favour of 
industrial and professional incomes. He fixes 
•on this ratio, on the ground that, indepen- 
dently of all consideration as to what the 
industrial and professional classes ought to 
save, the attainable evidence goes to prove 
that a third of their incomes is what on an 
1 average they do save, over and above the 

proportion saved by other classes. “ The 
savings” (Mr. Hubbard observes) “effected 
out of incomes derived from invested pro- 
perty are estimated at one-tenth. The 




Of tbe . net profits of persons in 
business, a part, as before observed, 
may be considered as interest on 
capital, and of a perpetual character, 
and the remaining part as remune- 
ration for the skill and labour of 
superinteudence. The surplus beyond 
interest depends on the life of tbe in- 

savings effected out of industrial incomes axe 
estimated at four-tenths. The amounts 
which would be assessed under these two 
classes being nearly equal, the adjustment is 
simplified by striking off one-tenth on either 
side, and then reducing by three-tenths, or 
one-third, the assessable amount of indus- 
trial incomes.*’ Proposed Report (p. xiv. of 
the Report and Evidence of , the Committee 
of 186 1 .) In such an estimate there must be 
a large element of conjecture ; but in so far 
as it can be substantiated, it affords a valid 
ground for tbe practical conclusion which 
Mr. Hubbard founds on it. 

Several writers on the subject, including 
Mr. Mill in his ^Elements of PoUtioal 
Economy, and Mr. M'Culloch in his work 
on Taxation, have contended that as much 
should be deducted as .would be sufficient to 
insure the possessor’s life for a Sura which 
would give to his successors for ever an in- 
come equal to what he x’eserves for himself; 
since this is what the possessor of heritable 
property can do without saving at all; in 
other words, that temporary incomes should 
be converted into perpetual incomes of equal 
present value, and taxed as such. If the 
owners of life-incomes actually did save this 
large proportion of their income, or even a 
still larger, I would gladly grant them an 
exemption from taxation on the whole 
amount, since, if practical means could be 
found of doing it, I would exempt savings 
altogether. But I cannot admit, that they 
have a claim to exemption on the general 
assumption of their being obliged to save this 
amount. Owners of life-incomes are not 
bound to forego the enjoyment of them for 
the sake of leaving to a perpetual line of 
successors an independent provision equal 
to their own temporary one; and no one 
ever dreams of doing so. Least of all is it 
to be required or expected from those whose 
incomes are the fruits of personal exertion, 
tJRat they should leave to theii- posterity for 
ever, without any necessity for exertion, the 
same incomes which they allow to them- 
selves. All they are bound to do, even for 
their children, is to place them in circum- 
stances in which they will have favourable 
chances of earning their own living. To 
give, however, either to children or to others, 
by bequest, being a legitimate inclination, 
which these persons cannot indulge without 
laying by a part of their income, while the 
owners of heiutable property can ; this real 
inequality in cases where the incomes them- 
selves are equal, should be considered, to a 
reasonable degree, in the adjustment of taxa- 
tion, so as to require from both, as nearly as 
practicable, an equal sacrifice. 
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dividual, and even on Ms continuance 
in business, and is entitled to the 
full amount of exemption allowed to 
terminable incomes. It has also, I 
conceive, a just claim to a further 
amount of exemption in- consideration 
of its precariousness. An income which 
some not unusual vicissitude may 
reduce to nothing, or even convert into 
a loss, is not the same thing to the 
feelings of the possessor as a perma- 
nent income of lOOOZ. a year, even 
though on an average of years it may 
jdeld lOOOZ. a year. If life-incomes 
were assessed at three-fourths of their 
amount, the profits of business, after 
deducting interest on capital, should 
not only be assessed at three-fourths, 
but should pay, on that assessment, a 
lower rate. Or perhaps the claims of 
justice in this respect might he suffi- 
ciently met by allowing the deduction 
of a fourth on the entire income, 
interest included. 

These are the chief cases, of ordi- 
nary occurrence, in which any difficulty 
arises in interpreting the maxim of 
equality of ta.xation. The proper sense 
to be put upon it, as we have seen in 
the preceding example, is, that people 
should be taxed, not in proportion to 
what they have, but to what they can 
afford to spend. It is no objection to 
this principle that we cannot apply it 
consistently to all cases, A person 
with a life-income and precarious 
health, or who has many persons de- 
pending on bis exertions, must, if he 
wishes to provide for them after his 
death, he more rigidly economical than 
one who has a life-income of equal 
amount, with a strong constitution, and 
few claims upon him; and if it he 
conceded that taxation cannot accent 
niodate itself to these distinctions, it 
is argued that there is no use in at- 
tending to any distinctions, where the 
absolute amount of income is the same. 
But the difficulty ^f doing perfect 
justice, is no reason against doing as 
much as wc can. Though it may he 
a hardship to an annuitant whose life 
is oi'dy worth five years purchase, to be 
allowed no greater abatement than is 
granted to one whose life is worth 
tweiitjq it is better for him even so, 


than if neither of them were allowed 
any abatement at all. 

§ 5. Before leaving the subject of 
Equality of Taxation, I must remark 
that there are cases in which exceptions 
may be made to it, consistently with 
that equal justice which is the ground- 
work of the rule. Suppose that there 
is a kind of income which constantly 
tends to increase, without any exer- 
tion or sacrifice on the part of the 
owners : those owners constituting a 
class in the community, whom the 
natural course of things progressively 
enriches, consistently with complete 
passiveness on their own part. In such 
a case it would be no violation of the 
principles on which private property 
is grounded, if the state should appro- 
priate this increase of wealth, or part 
of it, as it arises. This would not 
roperly he taking anything from any 
ody ; it would merely be applying an 
accession of wealth, created by circum- 
stances, to the benefit of society, in- 
' stead of allowing it to become an un- 
earned appendage to the riclies of a 
particular class. 

Now this is actually the case with 
rent. The ordinary progress of a 
society which increases in wealth, is 
at all times tending to augment the 
incomes of landlords; to give them 
both a greater amount and a greater 
proportion of the wealth of the com- 
munity, independently of any trouble 
or outlay iiiQurred by themselves. 
They grow richer, as it were in their 
sleep, without working, risking, or 
economizing. What claim have they, 
on the general principle of social 
justice, to this accession of riches ? In 
what would they have been wronged 
if society had, from the beginning, 
reserved the right of taxing the spon- 
taneous increase of rent, to the highest- 
amount required by financial exigen- 
cies? I admit that it would be unjust, 
to come upon each individual estate, 
and lay hold of the increase which 
might be found to have taken place in 
its rental; because there would be no 
means of distiiigmshing in individual 
cases, between an increase owing 
solely to the general circumstances of 
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society, and one which was the effect 
of skill and expenditure on the part of 
the proprietor. The only admissible 
mode of proceeding would be by a 
general measure. The first step 
should be a valuation of all the land 
in the country. The present value of 
all land should be exempt from the 
tax ; but after an interval had elapsed, 
during which society had increased 
in population and capital, a rough 
estimate naiglit be made of the spon- 
taneous increase which had accrued 
to rent since the valuation was made. 
Of this the average price of produce 
would be some criterion : if that had 
risen, it would be certain that rent had 
increased, and (as already shown) even 
in a greater ratio than the rise of 
price. On this and other data, an 
approximate estimate might be made, 
how much value had been added to 
the land of the country by natural 
causes; and in laying on a general 
land-tax, which for fear of miscalcu- 
lation should be considerably within 
the amount thus indicated, there would 
be an assurance of not touching any 
increase of income which might be ' 
the result of capital expended or in- 
dustry exerted by the proprietor. 

But though there could be no ques- 
tion as to the justice of taxing the in- 
crease of rent, if society had avowedly 
reserved the right, has not society 
waved that right by not exercising it? 
In England, for example, have not all 
who bought land for the last century 
or more, given value not only for the 
existing income, hut for the prospects 
of increase, under an implied assurance 
of being only taxed in the same pro- 
portion with other incomes? This 
objection, in so far as valid, has a dif- 
ferent degree of validity in different 
countries ; depending on the degree of 
desuetude into which society has al- 
lowed a right to fall, which, as no one 
can doubt, it once fully possessed. In 
most countries of Europe, the right to 
take by taxation, as exigency might 
require, an indefinite portion of the 
rent of land, has never been allowed to 
plumber. In several parts of the Con- 
tinent the land-tax forms a large pro- 
portion of the public revenues, and has 


always been confessedly liable to be 
raised or lowered without reference to 
other taxes. In these countries no one 
can pretend to have become the owner 
of land on the faith of never being 
called upon to pay an increased land- 
tax. In England the land-tax has not 
varied since the early part of the last 
century. The last act of the legisla- 
ture in relation to its amount, was to 
diminish it: and though the subse- 
quent increase in the rental of the 
country has been immense, not only 
from agi’iculture, hut from the growth 
of towns and the increase of buildings, 
the ascendancy of landholders in the 
legislature has prevented any tax from 
being imposed, as it so justly might, 
upon the very large portion of this in- 
crease which was unearned, and, as it 
were, accidental. For the expectations 
thus raised, it appears to me that an 
amply sufficient allowance is made, if 
the whole increase of income which has 
accrued during this long period from a 
mere natural law, without exertion or 
sacrifice, is held sacred from any pe^ 
culiar taxation. From the present 
date, or any subsequent time at which 
the legislature may think fit to assert 
the principle,, I see no objection to 
declaring that the future increment of 
rent should he liable to special taxa- 
tion ; in doing whicb all injustice to 
tbe landlords would be obviated, if the 
present market-price of tbeir land were 
secured to them; since that includes 
the present value of all future expecta- 
tions. "With reference to such a tax, 
perhaps a safer criterion than either a 
rise of rents or a rise of the price of 
corn, would be a general rise in the 
rice of land. It would he easy to 
eep the tax within the amount which 
*would reduce the market-value of land 
below the original valuation: and up 
to that point, whatever the amount of 
the tax might he, no injustice would 
be done to the proprietors. 

§ 6. But whatever maybe thought 
of the le^timacy of making the State 
a sharer in all future increase of rent 
from natural causes, the existing land- 
tax (which in this country unfortu- 
nately is very small) ought not to be 
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regarded as a tax, but as a rent-cbarge 
in favour of the public ; a portion of the 
rent, reserved from the beginning by 
the State, which has never belonged 
to or formed part of the income of the 
landlords, and should not therefore be 
counted to them as part of their taxa- 
tion, so as to exempt them from their 
fair share of every other tax. As well 
might the tithe be regai'ded as a tax 
on the landlords ; as well, in Bengal, 
where the State, though entitled to 
the whole rent of the land, gave away 
one-tenth of it to individuals, retaining 
the other nine-tenths, might those 
nine-tenths he considered as an un- 
equal and unjust tax on the grantees 
of the tenth. That a person owns 
part of the rent, does not make the 
rest of it his just right, injuriously 
withheld from ' him. The landlords 
originally held their estates subject to 
feudal harthens, for which the present 
land-tax is an exceedingly small equi- 
•valent, and for their relief from which 
they should have been required to pay 
a much higher price. All who have 
bought land since the tax existed have 
bought it subject to the tax. There 
is not the smallest pretence for looking 
upon it as a payment exacted from the 
existing race of landlords. 

These observations are applicable to 
a land-tax, only in so far as it is a pe- 
culiar tax, and not when it is merely a 
mode of levying from the landlords the 
equivalent of what is taken from other 
classes. lii France, for example, there 
are peculiar taxes on other kinds of 
property and income (the mobilier and 
the patent e), and supposing the land- 
tax to he not more than equivalent to 
these, there wmuld he no ground for 
contending that the state had reserved 
to itself a rent-charge on the land? 
But wherever and in so far as income 
derived from land is prescriptively 
subject to a deduction for public pur- 
poses, beyond the rate of taxation 
levied on other incomes, the surplus is 
not properly taxation, but a share of 
the property iu the soil, reserved by 
the state. In this country there are no 
peculiar taxes on other classes, corre- 
sponding to, or intended to countervail, 
the land-tax. The whole of it, there- 


fore, js not taxation but a rent-charge, 
and is as if the state had retained, not 
a portion of the rent, hut a portion of 
the land. It is no more a burthen on 
the landlord, than the share of one 
joint tenant is a burthen on the other. 
The landlords are entitled to no com- 
pensation for it, nor have they any 
claim to its being allowed for, as part 
of their taxes. Its continuance on the 
existing footing is no infringement of 
the principle of Equal Taxation.-^- 

We shall hereafter consider, in treat- 
ing of Indirect Taxation, how far, and 
with what modifications, the rule of 
equality is applicable to that depart- 
ment. 

§ 7. In addition to the preceding 
rules, another general rule of taxation 
is sometimes laid down, namely, that 
it should fall on income, and not on 
capital. That taxation should not en- 
croach upon the amount of the national 
capital, is indeed of the greatest im- 
portance ; hut this encroachment, when 
it occurs, is not so much a consequence 
of any particular mode of taxation, as 
of its excessive amount. Over-taxation,, 
carried to a sufficient extent, is quite 
capable of ruining the most industrious 
commuuity, especially when it is in any 
degree arbitrary, so that the payer is 
never certain how much or how little 
he shall Be allowed to keep ; or when it 
is so laid on as to render industry 
and economy a bad calculation. But if 
these errors be avoided, and the amount 
of taxation be not greater than it is at 
present even in the most heavily taxed 
country of Europe, there is no danger 
lest it should deprive the country of a 
portion of its capital. 

To provide that taxation shall fall 
entirely on income, and not at all on 
capital, is beyond the power of any 

* The same remarks obviously apply to 
those local taxes, of the peculiar pressure of 
which on landed property so much has been 
said by the remnant of the Protectionists. 
As mnch of these burthens as is of old stand- 
ing, ought to be regarded as a prescriptive 
deduction or reservation, for public purposes, 
of a portion of the rent. And any recent 
additions have either been incurred for the 
benefit of the owners of landed property, or 
occasioned by their fault : in neither ‘case 
giving them any just ground of complaint. 
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system of fiscal arrangements. There 
is no tax wliicli is not partly paid from 
what would otherwise haye Been saved ; 
no tax, the amount of which, if remit- 
ted, wouid be wholly employed in in- 
creased expenditure, and no part what- 
ever laid by as an addition to capital. 
All taxes, therefore, are in some sense 
partly paid out of capital ; and in a 
poor country it is impossible to impose 
any tax which will not impede the in- 
crease of the national -wealth. But in 
a country where capital abounds, and 
the spirit of accumulation is strong, 
this eifect of taxation is scarcely felt. 
Capital having reached the stage in 
which, were it not for a perpetual suc- 
cession of improvements in production, 
any further increase would soon be 
stopped — and having so strong a 
tendency even to outrun those improve- 
ments, that profits are only kept above 
the miniimirn by emigration of capital, 
or by a periodical sweep called a com- 
mercial crisis ; to take from capital by 
taxation what emigration wmuld re- 
move, or a commercial crisis destroy, is 
only to do what either of those causes 
would have done, namely, to make a 
clear space for further saving. 

I cannot, therefore, attach any im- 
portance, in a wealthy country, to the 
objection made against taxes on lega- 
cies and inheritances, that | they are 
taxes on capital. It is perfectly true 
that they are so. As Eicardo observes, 
if lOOZ. are taken from any one in a 
tax on houses or on wine, he will pro- 
bably save it, or a part of it, by living 
in a cheaper house, consuming less 
%vine, or retrenching from some other 
of his expenses : but if the same sum 
be. taken from him because he has re- 
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ceived a legacy of lOOGZ., he considers 
the legacy as only 900Z., and feels no 
more inducement than at any other 
time (piubably feels rather less in- 
ducement) to economize in Ins expendi- 
ture. The tax, therefore, is wholly paid 
out of capital : and there aic countries 
in which this would he a serious objec- 
tion. But in the first place, the ar- 
gument cannot apply to any country 
which has a national debt, and devotes 
any portion of revenue to paying it off; 
since the produce of the tax, thus 
applied, still remains capital, and is 
merely transferred from the tax-payer 
to the fundholder. But the ohjection 
is never applicable in a country 
which increases rapidly in wealth. 
The amount which would be derived, 
even from a very high legacy duty, in 
each year, is but a small fraction of 
the annual increase of capital in such a 
country ; and its abstraction would but 
make room for saving to an equivalent 
amount : while the effect of not taking 
it, is to prevent that amount of saving, 
or cause the savings when made, to he 
sent abroad for investment. A country 
which, like England, accumulates capi- 
tal not only for itself, hut for half the 
world, may be said to defray the whole 
of its public expenses from its over- 
flowings ; and its wealth is probably at 
this moment as great as if it had no 
taxes at all. What its taxes really do 
is, to sxdbtract from its means, not of ^ 
production hut of enjoyment ; since 
whatever any one pays in taxes, he 
could, if it were not taken for that 
pm-pose, employ in indulging his ease, 
or in gTatifying some want or taste 
which at present remains unsatisfied. 




CHAPTER nr. 


OF DIRECT TAXES. 


§ 1. Taxes are either direct or in- 
direct. A direct tax is one which is 
demanded from the very persons who, 
it is intended or desired, should pay it. 


Indirect taxes are those which are 
demanded from one person in the ex- 
pectation and intention that he shall 
indemnify himself at the expense of 
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anotlier : such as the excise or customs. 
The producer or importer of a com- 
modity is called upon to pay a tax on it, 
not with the intention to levy a peculiar 
contribution upon him, but to tax 
through him the consumers of the com- 
modity, from whom it is supposed that 
he will recover the amount by means 
of an advance in price. 

Direct taxes are either on income, 
or on expenditure. Most taxes on*tex- 
penditure are indirect, but, some are 
direct, being imposed, not on the pro- 
ducer or seller of an article’, but imme- 
diately on the consumer. A house-tax,, 
for example, is a direct tax on expendi-!, 
ture, if levied, as it usually is, on the" 
occupier of the house. If levied on the 
builder or owner, it would, be an in- 
direct tax, A window-tax is a direct 
tax on expenditure ; so are the taxes 
on horses and carriages, and #the rest 
of what are called the assessed taxes. 

The sources of income are rent, 
profits, and wages. This includes 
every sort of income, except gift or 
plunder. Taxes may be laid on any 
one of the three kinds of income, or an 
uniform tax on all of them. AVe will 
consider these in their order. 

§ 2. A tax on rent falls wholly on 
’ the landlord. There are no means by 
' which he can shift the burthen upon 
any one else. It does not affect the 
value or price of agricultural produce, 
for this is determined by the cost of 
production in the most unfavourable 
circumstances, and in those circum- 
stances, as we hafe so oiten demon- 
strated, no rent is paid. A tax on rent, 
therefore, has no effect, other than its 
obvious one. It merely takes so much 
from the landlord, and transfers it to 
the state. 

This, however, is, in strict exact-' 
ness, only true of the rent which is the 
result either of natural causes, or of im- 
provements made by tenants. When 
the landlord makes improvements 
which increase the productive power 
of his land, he is remunerated for them 
by an extra payment from the tenant; 
and this payment, which to the land- 
lord is properly a profit Qn„„<^ital,, is 
blended and confounded with rent; 


which indeed it ideally is, to the tenant, 
and in respect of the economical laws 
which determine its amount. A tax on 
rent, if extending to this portion of 
it, would discourage landlords from 
making improvements : hut it does not 
follow that it would raise the price of 
agricultural produce. The same im- 
provements might be made with the 
tenant’s capital, or even with the land- 
lord’s if lent by him to the tenant ; pro- 
vided he is willing to give the tenant 
so long a lease as will enable him to 
indemnify himself before it expires. 
But whatever hinders improvements 
from being made in the maimer in 
which people prefer to make them, will 
often prevent them from being made 
at all: and on this account a tax on 
rent would he inexpedient, unless some 
means could he devised of excluding 
from its operation that portion of the 
nominal rent which may he regarded 
as landlord’s profit. This argument, 
however, is not needed for the con- 
demnation of such a tax. A peculiar 
tax on the income of any class, not 
balanced by taxes on other classes, is a 
violation of justice, and amounts to a 
partial confiscation. I have already 
shown grounds for excepting from this 
censure a tax which, sparing existing 
rents, should content itself with appro- 
priating a portion of any future increase 
arising from the mere action of natural 
causes. But even tins could not be 
justly done, without offering as an al- 
ternative the market price of the land. 
In the case of a tax on rent wdiich is 
not peculiar, hut accompanied by an 
equivalent tax on other incomes, the 
objection grounded on its reaching the 
profit arising from improvements is 
less applicable : since, profits being 
taxed as well as rent, tlie profit wdiich 
assumes the form of rent is liable to its 
share in common wdth other profits ; 
hut since profits altogether ought, for 
reasons formerly stated, to he taxed 
somewhat lower than rent properly so 
called, the objection is only diminished, 
not removed!. 

§ 3. A tax on profits, like a tax on 
rent, must, at least in its imnicdiato 
operation, fall wholly on the payer. 
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All profits being alike afiected, no 
relief can be obtained by a change of 
employment. If a tax were laid on tbe 
profits of any one brancb of productiYe 
s^mployinent, the tax would be virtually 
an increase of tbe cost of production, 
and the value and price of the article 
would rise accordingly ; by which the 
tax would be thrown upon the con- 
sumers of the commodity, and would 
not affect profits. But a general and 
equal tax on all profits would not 
afi'ect general prices, and would fall, at 
least in the first instance, on capitalists 
alone. 

There is, however, an ulterior efiect, 
which, in a rich and prosperous country, 
requires to be taken into account. 
When the capital accumulated is so 
great, and the rate of annual accumu- 
lation so rapid, that the country is 
only kept from attaining the stationary 
state by the emigration of capital, or 
by continual improvements in produc- 
tion ; any circumstance which virtually 
lowers tiie rate of profit, cannot be 
without a decided influence on these 
phenomena. It may operate in differ- 
ent ways. The curtailment of profit, 
and the consequent increased difficulty 
in making a fortune or obtaining a sub- 
sistence by the employment of capital, 
may act as a stimulus to inventions, 
and to the use of them when made. If 
improvements in production are much 
accelerated, and if these improvements 
cheapen, directly or indirectly, any of 
the things habitually consumed by the 
labourer, profits may rise, and rise 
sufficiently to make up for all that is 
taken from them by the tax. In that 
case the tax will have been realized 
without loss to any one, the produce 
of the country being increased by an 
equal, or what would in that case be a ' 
far greater amount. The tax, however, 
must even in this case be considered as 
paid from profits, because the receivers 
of profits are those who would be bene- 
fited if it were taken off. 

But tbougb the artificial abstraction 
of a portion of profits would have a 
real tendency to accelerate improve- 
ments in production, no considerable 
improvements might actually result, 
or only of such a kind as not to raise 
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general profits at all, or not to raise 
them so much as the tax had dimi- 
nished them. If so, the rate of profit 
would be brought closer to that practi^ 
cal minimum, to which it is constantly 
approaching: and this diminished re- 
turn to capital would either give a de- 
cided check to further accumulation, oi* 
would cause a greater proportion than 
before of the annual increase to be sent 
abroad, or wasted in unprofitable spe- 
culations. At its fii’st imposition the 
tax falls wholly on profits: hut the 
amount of increase of capital, whicb, 
the tax prevents, would, if it had been, 
allowed to continue, have tended to re- 
duce profits to the same lev§l ; and at, 
every period of ten or twenty years-- 
there will be found less difference be- 
tween profits as they are, and profits as . 
they would in that case have been : 
until at last there is no difference,^ and.! 
the tax is thrown either upon the la- 
bourer or upon the landlord. The real 
efiect of a tax on profits is to make the;* 
country possess at any given period, a 
smaller capital and a smaller aggregate 
productioh, and to make the stationary 
state ‘ be attained earlier, and with a 
smaller sum of national wealth. It is 
possible that a tax on profits Might 
even diminish the existing capital of 
the country. If the rate of profit is 
already at the practical minimum, that 
is, at the point at which all that portion 
of the annual increment which would 
tend to reduce profits is carried off 
either by exportation or by specula- 
tion ; then if a tax is imposed which 
reduces profits still lower, the same 
causes which previously carried off the 
increase would probably carry off a 
portion of the existing capital. A tax, 
on profits is thus, in a state of capital 
^and accumulation like that in England, 
extremely detrimental to the national 
wealth. And this effect is not con- 
fined to the case of a peculiar, and 
therefore intrinsically unjust, tax on 
profits. The mere fact that profits 
have to hear their share of a heavy 
general taxation, tends, in the same 
manner as a peculiar tax, to drive 
capital abroad, to stimulate imprudent 
speculations by diminishing safe gains, 
to discourage further accumulation, 
K K 
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and to accelerate the attainment of the 
stationary state. This is thought to 
have been the principal cause of the 
decline of Holland, or rather of her 
' having ceased to make progress. 

Even in countries which do not accu- 
mulate so fast as to be always within 
a short interval of the stationary state, 
it seems impossible that, if capital is 
accumulating at all, its accumulation 
should not be in some degree retarded 
by the abstraction of a portion of its 
profit ; and unless the efiect in stimu- 
lating improvements be a full counter- 
balance, it is inevitable that a part of the 
burthen will be thrown off the capital- , 
ist, upon, the labourer or the landlord. 
One or other of these is always the 
loser by a diminished rate of accumu- 
lation. If population continues to in- 
crease as before, the labourer suffers : 
if not, cultivation is checked in its ad- 
vance, and the landlords lose the acces- 
sion of rent v?hich would have accrued 
to them. The only countries in which 
.a tax on profits seems likely to be- per- 
manently a burthen on capitalists ex- 
^clusively, are those in which capital is 
stationary, because there is no new 
accumulation. In such countries the 
tax might not prevent the whole capi- 
tal from being kept up through habit, 
or from unwillingness to submit to im- 
poverishment, and so the capitalist 
might continue to hear the whole of 
the tax. It- is seen from these consi- 
derations that the effects of a tax on 
f^rofits are much more complex, more 
various, and in some points more un- 
certain, than wiitei-s on the subject 
have commonly supposed. 

§ 4. "We now turn to Taxes on 
Wages. The incidence of these is verj; 
different, according as the wages taxed 
are those of ordinary unskilled labour, 
or are the remuneration of such skilled 
or privileged employments, whether 
manual or intellectual, as are taken 
out .of the sphere of competition by a 
natural or conferred monopoly. 

I have already remarked, that in the 
present low state of popular education, 
all the higher grades of mental or edu-^ 
cated labour are at a monopoly price ; 
exceeding the wages of common work- 


men in a degree very far beyond that 
which is due to the expense, trouble, 
and loss of time req^uired in qualifying 
for the employment. Any tax levied 
on these gains, which still leaves them 
above (or not below) their just propor- 
tion, falls on those who pay it ; they 
have no means of relieving themselves 
at the expense of any other class. The 
same thing is true of ordinary wages, 
in cases like that of the United States, 
or of ^ a new colony, where, capital in- 
creasing as rapidly as population can 
increase, wages are kept up by the in- 
crease of capital, and not by the ai 
herence of the labourers to a fixed stan- 
dard of comforts. In such a case, some 
deterioration of their condition, whether 
by a tax or otherwise, might possibly 
take plaoe wdthout checking the in- 
crease of population. The tax would 
in that case fall on the labourers them- 
selves, and would reduce them prema- 
turely to that lower state to which, on 
the^ same supposition vrith regard to 
their habits, they would in any case 
have been reduced ultimately, by the 
inevitable diminution in the rate of in- 
crease of capital, through the occupa- 
tion of all the fertile land. 

Some will object that, even in this 
case, a tax on wages cannot he detri- 
mental to the labourers, since the 
money raised by it, being expended in 
the country, comes back to the labourers 
again througb the demand for labour. : 
The fallacy, however, of this doctrine , 
has been so completely exhibited in the 
First Book,* that I need do little more 
than refer to that exposition. It was 
there shown that funds expended un- 
productively have no tendency to raise 
or keep up wages, unless when ex- 
pended in the direct purchase of labour. 
If the government took a tax of a 
shilling a week from every labourer, 
and laid it all out in hiring labourers 
for military service, public works, or 
the like, it would, no doubt, indemnify 
the labourers as a class for all that the 
tax took from them. That would 
really he“ spending the money among 
the people.” But if it expended the 
whole in buying goods, or in adding to 
the salaries of employes who bought 
* Supra, pp, 4!9~55. 


goods with it, this would not increase 
the demand for labour, or tend to ra,ise 
wages. Without, however, reverting 
to general principles, we may rely on 
an obvious reductio ad absurdiim. If 
to take money from the labourers and 
spend it in commodities is giving it 
hack to the labourers, then, to take j 
money from other classes, and spend it 
in the same manner, must be giving it 
to the labourers ; conse<^uently, the 
more a government takes in taxes, the 
greater will be the demand for labour,^ 
and the more opulent the condition of 
the labourers. A proposition the ab- 
surdity of wdiich no one can fail to see. 

In the condition of most communi- 
ties, wages are regulated by the hahi- 
tnal standard of living to which the 
labourers adhere, and on less than 
which they will not multiply. Where 
there exists such a standard, a tax on 
wmges will indeed for a time he borne 
by the labourers themselves ; but unless 
this temporary depression has the 
effect of lowering the standard itself, 
the increase of population will receive 
a check, which will raise wages, and 
restore the labourers to their previous 
condition. On whom, in this case, will 
tlie tax fall ? According to Adam 
Smith, on the community generally, 
in their character of ocnsumers ; since 
-the rise of wages, he thought, would 
raise general prices. We have seen, 
however, that general prices depend 
on other causes, and are never raised 
hy any circumstance which affects all 
kinds of productive employment in the 
same manner and degree. A rise of 
wages occasioned hy a tax, must, like 
any other increase of the cost of labour, 
he defrayed from profits. To attempt 
to tax day-labourers, in au old country, 
is merely to impose an extra taxup^ 
all employers of common labour ; unless 
the tax has the much worse effect of 
permanently lowering the standard of 
comfortable subsistence in the minds 
ef the poorest class. 

W e find in the preceding considera- 
tions an additional argument for the 
opinion already expressed, that direct 
taxation should stop short of the class 
of incomes which do not exceed what 
Is necessary for healthful ^ existence. 
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These very small incomes are mostly 
derived from manual labour ; . and, as 
we now see, any tax imposed on these, 
either permanently degrades the habits 
of the labouring class, or falls on pro- 
fits,^ and hurtbens capitalists with an 
indirect tax, in addition to their share 
of the direct taxes; which is doubly 
objectionable, both as a violation of the 
fundamental rule of ec^uality, and for 
the reasons which, as already shown, 
render a peculiar tax on profits detri- 
mental to the public wealth, and con- . 
sequently to the means which society 
possesses of paying any taxes whatever. 

§ 5. We now pass, from taxes on 
the separate kinds of income, to a tax 
attempted to be Assessed fairly upon 
all kinds ; in other words, an Income 
Tax. . The discussion of the conditions 
necessary for making this tax consis- 
tent with justice, has been anticipated 
in the last chapter. We shall suppose, 
therefore, that these conditions are com- 
plied with. They are, first, that in- 
comes below a certain amount should 
be altogether untaxed. This minimum 
should not he higher than the amount 
which suffices for the necessaries of the 
existing population. The exemption 
from the present income-tax, of all in- 
comes under lOOZ. a year, and the lower 
percentage levied on those between 
lOOZ. and 150Z., are only defensible on 
the ground that almost all the indirect 
taxes press more heavily on incomes 
between 50Z. and 150Z. than on any 
others whatever. The second condi- 
tion is, that incomes above the limit 
should be taxed only in proportion to 
the surplus hy which they exceed the 
limit. Thirdly, that all sums saved 
from income and invested, should he 
exempt from the tax : or if this he 
found impracticahle, that life incomes 
and incomes from business and profes- 
sions should be less heavily taxed than 
inheritable incomes, in a degree as 
nearly as possible eq[uivalent to the in- 
creased need of economy arising from 
their terminable cbaracter : allowance 
being also made, in the case of variable 
incomes, for their precariousness. 

An income-tax, fairly assessed on 
these principles, would be, in point of 
KK2 
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justice, the least exceptionahle of all 
taxes. The objection to it, in the pre- 
sent low state of public morality, is the 
impossibility of ascertaining the real 
incomes of the contributors. The sup- 
posed hardship of compelling people to 
disclose the amount of their incomes, 
ought not, in my opinion, to count for 
much. One of the social evils of this 
country is the practice, amounting to a 
custom, of maintaining, or attempting 
to maintain, the appearance to the 
world of a larger income than is pos- 
sessed; aud it would be far better for 
the interests of those who yield to this 
weakness, if the extent of their means 
were universally and exactly known, 
and the temptation removed to expend- 
ing more than they can afford, or stint- 
ing real wants in order to make a false 
show externally. At the same time, 
the reason of the case, even on this 
point, is not so exclusively on one side 
of the argument as is sometimes sup-, 
posed. So long as the vulgar of any 
country are in the debased state of 
mind which this national habit presup- 
poses — so long as their respect (if such 
a word can he applied to it) is pro- 
portioned to what they suppose to be 
each person’s pecuniary means — it may 
he doubted whether anything which 
would remove all uncertainty as to that 
point, would not considerably increase 
the presumption and arrogance of the 
vulgar rich, and their insolence towards 
those above them in mind and charac- 
ter, hut below them in fortune. 

Notwithstanding, too, what is called 
the inquisitorial nature of the tax, no 
amount of inquisitorial power which 
would he tolerated by a people the 
most disposed to submit to it, could 
enable the revenue officers to assess 
the tax from actual knowledge of the 
circumstances of contributors. Rents, 
salaries, annuities, and all fixed in- 
comes, can he exactly ascertained. 
But the variable gains of professions, 
and still more the profits of business, 
which the person interested cannot 
always himself exactly ascertain, can 
still less be estimated with, any ap- 
proach to fairness by a tax-collector. 
The main reliance must he placed, 
and always has been placed, on the re- 


turns made by the person himself. 
No production of accounts is of much 
avail, except against the more flagi-ant 
cases of frisehood; and even against 
these the check is very imperfect, for 
if fraud is intended, false accounts’ can 
generally he framed which it will baffle 
any means of inquiry possessed by tbe 
revenue officers to detect: the easy re- 
source of omitting entries on the credit 
side bein^ often sufficient without the 
aid of fictitious debts or disbursements. 
Tbe tax, therefore, on whatever prin- 
ciples of equality it may be imposed, 
is in practice unequal in one of the 
worst ways, falling heaviest on the 
most conscientious. The unscrupulous 
succeed in evading a great proportion 
of what they should pay ; even persons 
of integiity in their ordinary transac- 
tions are tempted to palter with their 
consciences, at least to the extent of 
deciding in their own favour all points 
on which the smallest doubt or dis- 
cussion could arise : while the strictly 
veracious may he made to pay more 
than the state intended, by the powers 
of arbitrary assessment necessarily in- 
trusted to the Commissioners as the 
last defence against the tax-payer’s 
power of concealment. 

It is to he feared, therefore, that the 
fairness which belongs to the principle 
of an income-tax, cannot he made to 
attach to it in practice : and that this 
tax, while' apparently the most just 
of all modes of raising a revenue, is in 
effect more unjust than many others 
which are primd facie more objection- 
able. This consideration would lead 
us to concur in the opinion which, until 
of late, has usually prevailed — that 
direct taxes on income should be re- 
served as an extraordinary resource for 
great national emergencies, in which 
the necessity of a large additional re- 
venue overrules all objections. 

The difficulties of a fair income-tax 
have elicited a proposition for a dii’ect 
tax of so much per cent, not on income 
hut on expenditure ; the aggregate 
amount of each person’s expenditure 
being ascertained, as the amount of 
income now is, from statements fur- 
nished by the contribuiors themselves. 
The author of this suggestion^ Mr. 
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Eevans, in a clever pamphlet on the 
subject,* contends that the returns 
which persons would furnish of their 
expenditure would he more trustworthy 
than those which they now make of 
their inconae, inasmuch as expenditure 
is in its own nature more public than 
income, and false representations of it 
more easily detected. He cannot, I 
think, have sufficiently considered, how 
few of the items in the annual expen- 
diture of most families can be judged i 
of with any approximation to correct- 
ness from the extenaal signs. The only 
security would still be the veracity of 
individuals, and there is no reason for 
supposing that their statements would 
be more trustworthy on the subject of 
their expenses than on that of their re- 
venues ; especially as, the expenditure 
of most persons being composed of 
many more items than their income, 
there would be more scope for conceal- 
ment and suppression in the detail of 
expenses than even of receipts. 

The taxes on expenditure at present 
in force, either in this or in other coun- 
tries, fall only cn particular kinds of 
expenditure, and differ no otherwise 
from taxes on commodities than in 
being paid directly by the person who 
consumes or uses the article, instead 
of being advanced by the producer or 
seller, and reimbursed in the price. 
The taxes on horses and carriages, on 
dogs, on servants, are of this nature. 
They evidently fall on the persons from 
wdiom they are levied — ^those who use 
the commodity taxed. A tax of a simi- 
‘ lar description, and more important, is 
a house-tax : which must he considered 
at somewhat greater length. 

§ 61 The rent of a house consists.:q;| 
two parts, the ground-rent, and what 
Adam' Smith calls the buildibg-rent. 
The first is determined by the ordinary 
principles of rent. It is the remunera- 
tion given for the use of the portion of 
land occupied by the house and its ap- 
purtenances ; and varies from a mere 
equivalent for the rent which the ground 

* A Tercentage Tax on TomesUo JExpendi- 
ture to supply the lohole of the Public 
Sevenue. By John Eevans. Published by 
Hatehard, in 1847. 
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would afford in agriculture, to the mono- 
poly rents paid for advantageous situa- 
tions in populous thoroughfares, ^ The 
rentofthehouseitself, as distinguished 
from the ground, is the equivalent given/ 
for the labour and capital expended oni 
the building. The fact of its being re- 
ceived in quarterly or half-yearly pay- 
ments, makes no difference in the prin- 
ciples by which it is regulated. It 
comprises the ordinary profit on the 
builder’s capital, and an annuity, suffi- 
cient at the current rate of interest, 
after paying for all repairs chargeable 
on the proprietor, to replace the original 
capital by the time the house is worn 
out, or by the expiration of the usual 
term of a building lease. 

A tax of so much per cent on 'the 
gross rent, falls on both those portions 
alike. The more highly a house is 
rented, the more it pays to the tax, 
whether the quality of the situation or 
that of the house itself is the cause. 
The incidence, however, of these two 
portions of the tax must he considered 
separately. 

As much of it as is a tax on build- 
ing-rent, must ultimately fall on the 
consumer, in other, words the occupier.*'. 
Eor as the profits of buildlhg are al- 
ready not above the ordinary rate, they 
would, if the tax fell on the owner and 
not on the occupier, become lower than 
the profits of untaxed employments, 
and houses would not be built. It is 
probable however that for sonic tl’"'e 
after the tax was first imposed, a great 
part of it would fall, not on the renter, 
hut on the owner of the house. A large 
proportion of the consumers either could 
not afford, or would not choose, to pay 
their former rent with the tax in ad- 
dition, hut would content themselves 
with a lower scale of accommodation. 
Houses therefore would be for a time 
in excess of the demand. The conse- 
quence of such excess, in the case of 
most other articles, would he an al- 
most immediate diminution of the sup- 
ply: hut so durable a commodity as 
houses does not rapidly diminish in 
amount. New buildings indeed, of the 
class for which the demand had de- 
creased, would cease to he erected, ex- 
cept for special reasons ; but in the 
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meantime tBe temporary snperfluity least in request, tliis fixed payment 
would lower rents, and the consumers would ultimately fall on the occupier, 
would obtain, perhaps, nearly the same Suppose the lowest ground-rent to be 
accommodation as formerly, for the 102. per acre, and the highest lOOOZ., a 
same aggregate pa 3 anent, rent and tax of U. 'per acre on ground-rents- 
tax together. By degrees, however, would ultimately raise the former to 
as the existing houses wore out, or as llZ., and the latter consequently to 
increase of population demanded a 100 IZ., since the difference of value 
greater supply, rents would again rise; between the two situations would he 
until it became profitable to recom- exactly what it was before : tlie annual 
mence building, wbich would not be pound, therefore, would he paid by tbe 
until the tax was wholly transferred occupier. But a tax on ground-rent is 
to the occupier. In the end, therefore, supposed to be a portion of a house-tax, 
the occupier bears that portion of a which is not a fixed payment, but a 
tax on rent, wbich falls on the payment percentage on the rent. The cheapest 
made for the house itself, exclusively site, therefore, being supposed as before' 
of the ground it stands on. to pay IZ., the dearest would pay lOOZ., 

The case is partly different with the of which only the I Z. could be thrown 
portion which is a tax on ground-rent, upon the occupier, since the rent would 
As taxes on rent, properly so called, still be only raised to IGOIZ. Conse- 
fall on the landlord, a tax on ground-, quently, 99Z. of the lOGZ. levied from 
rent, one would suppose, must fall on the expensive site, would fall on the 
the ground-landlord, at least after the ground-landlord A house-tax thus re- 
expiration of the building lease. It quires to be considered in a double 
will not however fall wholly on the aspect, as a tax on all occupiers of 
landlord, unless with the tax on gi'ound- houses, and a tax on ground-rents, 
rent there is combined an equivalent In tlie vast majority of bouses^ the 
lax on agricultural rent. The lowest ground-rent forms but a small propor- 
s^nt of land let for building is very tion of the annual payment made for 
little above the rent wbich the same the house, and nearly all the tax falls 
ground would yield in agiucultui'e : on the occupier. It is only in ex- 
since it is reasonable to suppose that ceptional cases, like that of the fa- 
land, unless in case of exceptional cir- vourite situations in large towns, that 
cumstances, is let or sold for building the predominant element in the rent 
as soon as it is decidedly worth more of the house is tbe ground-rent ; and 
for that purpose than for cultivation, among the very few kinds of income 
If, therefore, a tax were laid on ground- which are fit subjects for peculiar taxa- 
rents without being also laid on agri- tion, these ground-rents hold the prin- 
cultural rents, it would, unless of trifling cipal place, being the most gigantic 
amount, reduce the return from the example extant of enormous accessions 
lowest ground-rents below the ordinary of riches acquired rapidly, and in many 
return from land, and would check fiir- cases unexpectedly, by a few families, 
ther building quite as effectually as if from tbe mere accident of tlieir pos- 
it were a tax on building-rents, until gassing certain tracts of land, without 
either the increased demand of a grow- their having themselves aided in the 
ing population, or a diminution of sup- acquisition by the smallest exertion, 
ply by tbe ordinary causes of destriic- outlay, or risk. So far therefore as a 
tion, bad raised tbe rent by a full liouse-tax falls on the gi’oimd-landlord, 
equivalent for the tax. But whatever it is liable to no valid objection, 
raises tbe lowest ground-rents, raises In so far as it falls on the occupier, 
all others, since each exceeds the if justly proportioned to the value of 
lowest by the market value of its the house, it is one of the fairest and 
pecnliar advantages. If, therefore, the most unohjoctionable of all taxes. Ko 
tax on ground-rents were a fixed sum part of a j^erson’s expenditure is a 
per square foot, the more valuable better criterion of hie means, or bears, 
situations paying no more than those on the whole, more nearly the same 


proportion to tlieiaa:. A lionso-ta-x is a ; 
nearer approacli to a fair income-tax, 
than a direct aasessment on income . 
can easily he ; having the great ad- 
vantage, that it makes spontaneously 
all the allowances which it is so diffi- 
cult to make, and so impracticable to 
make exactly, in assessing an income- 
tax: for if what a person pays in house- 
rent is a test of anything, it is a. test 
not of what he possesses, hut of what 
he thinks he can afford to spend. The 
equality of this tax can only be seri- 
ously questioned on two grounds. The 
first is, that a miser may escape it. 
This objection applies to all taxes on 
expenditure: nothing hut a direct tax 
on income can reach a miser. But as 
misers do not now hoard their treasure, 
hnt invest it in productive employments, 
it not only adds to the national wealth, 
and consequently to the general means 
of paying taxes, hut the payment claim- 
able from itself is only transferred from 
the principal sum to the income after- 
wards derived from it, which pays taxes 
as soon as it comes to he expended. 
The second objection is that a person 
may require a larger and more ex- 
pensive house, not from having greater 
means, hut from having a larger family, i 
Of this, however, he is not entitled to I 
complain ; siijce having a large family j 
is at a“ person’s own choice : and, so 
far as concerns the public interest, is 
a thing rather to he discouraged than 
promoted.* 

Another common objection is that large 
and expensire accommodation is often re- 
quired, not as a residence, but for business. 
But it is an admitted principle that buildings 
or portions of buildings occupied exclusively 
for business, such as shops, warehouses, or 
manufactories, ought to he exempted from 
house-tax. The plea that persons in busi- 
ness may be compelled to live in situatior^ 
such as the great thoroughfares of Loudou, 
where house-rent is at a monopoly rate, 
seems to mq unworthy of regard : since no 
one does so but because the extra profit 
which he expects to derive from the situation, 
is more than an equivalent to him for the 
extra cost. But in any ease, the bulk of the i 
tax on this extra rent will not fall on him, but 
on the ground-landlord. 

It has been also objected that house-rent 
in the rural districts is much lower than in 
towns, and lower in some towns and in some 
rural districts than in others : so that a tax 
yroj^ortioned to it would have a correspond- I 
ing inequality of pressure. To this, however J 
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A: largo portion of the taxation of 
this conntryis raised by a house-tax. 
The parochial taxation of the towns 
entirely, and of the rural districts par- 
tially, consista of an assessment on 
house-rent. The window-tax, which 
was also a house-tax, hut of a bad 
kind, operating as a tax on light, and 
a cause of deformity in building, was 
exchanged in 1851 for a house-tax pro- 
perly so called, hut on a much lower 
scale than that which existed pre- 
viously to 1834. It is to be lamented 
that the new tax retains the unjust 
principle on which the old house-tax 
was assessed, and which contributed 
quite as much as the selfishness of the 
middle classes to produce the outcry 
against the tax. The public were 
justly scandalized on learning that re- 
sidences like Chatsworth or Belvoir 
were only rated on an imaginary rent 
of perhaps 200^.,a year, under the pre- 
text that owing to the great expense 
of keeping them up, they could not he 
let for more. Probably, indeed, the^ 
could not he let even for that, and if 
the argument were a fair one, they 
ought not to have been taxed at all. 
But a house-tax is not intended as a 
tax on incomes derived from houses, 
hut on expenditure incurred for them. 
The thing which it is wished to ascer-^ 
tain is what a house costs to the person 
who lives in it, not what it would 
bring in if let to some one else. When 
the occupier is not the owner, and does 
not hold on a repairing lease, the rent 
he pays is the measure of what the 
house costs Mm : but when he is the 
owner, some other measure must be 
sought, A valuation should be made 
of the house, not at what it would sell 
. for, hut at what would be the cost, of 
rebuilding it, and this valuation might 

it may be answered, that in places where 
house-rent is low, persons of the same 
amount of income usually live in larger and 
better houses, and thus expend in house- 
rent more nearly the same proportion of 
their incomes than might at first sight 
appear. Or if not, the probability will be» 
that many of them live in those places pre- 
cisely because they are too poor to live else- 
where, and have therefore the strongest 
claim to be taxed lightly. In some cases, it 
is precisely because the people are poor, 

I that house-rent remains low 
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be periodically corrected b;yaB. allow- from Bouse-tax, on tlie •aniversalprin- 
ance for what it had lost in value by ciple of sparing from all taxation the 
time, or gained by repairs and improve- absolute necessaries of healthful exist- 
ments. The amount of the amended ence. In order that the occupiers of 
valuation would form a principal sum, lodgings, as well as of houses, might 
the interest of which, at the current benefit, as in justice they ought, by this 
price of the public funds, would form exemption, it might be optional with 
the annual value at which the building the owners to have every portion of a 
should be assessed to the tax. house which is occupied by a separate 

As incomes below a certain amount tenant, valued and assessed separately, 
ought to be exempt from income-tax, as is now usually the casewith cbam- 
so ought houses below a certain value, bers. 
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OF TAXES ON COMMODITIES. 



§ 1. By taxes on commodities are 
commonly meant, those which are le- 
vied either on the producers, or on the 
carriers or dealers who intervene be- 
tween them and the final purchasers 
for consumption. ' Taxes imposed di- 
rectly on the consumers of particular 
commodities, such as a house-tax, or 
the tax in this country on horses and 
carriages, might be called taxes on 
commodities, but are not ; the phrase 
being, by custom, confined to indirect 
taxes — those which are advanced by 
one person, to be, as is expected and 
intended, reimbursed by another. 

Taxes on commodities are either on 

production within the country, or on 
importation into it, or on conveyance 
or sale within it ; and are classed re- 
spectively as excise, customs, or tolls 
and transit duties. ,To whichever class 
they belong, and at whatever stage in 
the progi’ess of the community they may 
he imposed, they are equivalent to an 
increase of the cost of production ; 
using that term in its most enlarged 
sense, which includes the cost of trans- 
port and distribution, or, in common 
phrase, of bringing the commodity to 
market. 

When the cost of production is in- 
creased artificially by a tax, the effect 
is the same as when it is increased by 
natural causes. If only one or a few 
commodities are affected their value 


and price rise, so as to compensate the 
producer or dealer for the peculiar bur- 
then; but if there were a tax on all 
commodities, exactly proportioned to 
their value, no such compensation 
I would be obtained : there would neither 
he a general rise of values, which is 
an absurdity, nor of prices, which de- 
pend on causes entirely difierent. 
There would, however, as Mr. M'Cul- 
loch has pointed out, be a disturbance 
of values, some falling, pthers rising, 
owing to a circumstance, the effect of 
which on values and prices we for- 
merly discussed ; the difierent durabi- 
lity of the capital employed in difierent 
occupations. The gToss produce of 
industry consists of two parts; one 
portion serving to replace the capital 
consumed, while the other portion is 
profit. Row equal capitals in two 
branches of production must have equal 
|xpectations of profit ; but if a greater 
portion of the one than of the other is 
fixed capital, or if that fixed capital is 
more durable, there will be a less con- 
sumption of capital in the year, and 
less will be required to replace it, so 
that the profit, if absolxitely the same, 
will form a greater proportion of the 
annual returns. To derive from a ca- 
pital of lOOOZ. a profit of 1 OOZ., the one 
producer may have to sell produce to 
the value of 1100?., the other only to 
the value of 600?. If on these two 
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l)ranclies of industry a tax le imposed 
of five per cent ad valorem^ tlie last 
will be charged only with 25Z., tlie first 
with 55L* leaving to the one 75Z. 
profit, to the other only 45Z. To 
equalise, therefore, their expectation of 
profit, the one commodity must rise in 
price, or the other must fall, or both : 
commodities made chiefly by immediate 
labour must rise in value, as compared 
with those which are chiefly made by 
machinery. It is unnecessary to prose- 
cute this branch of the inquiry any 
further. 

§ 2. A tax on any one commodity, 
whether laid on its production, its im- 
portation, its carriage from place to 
place, or its sale, and whether the tax 
be a fixed sum of money for a given 
quantity of the commodity, or an ad 
valorem duty, will, as a general rule, 
raise the value and price of the c.om^ 
modity by at least the amount of the 
tax. There are few cases in which it 
does no^ raise them by more than that 
amount. In the first place, there are 
few taxes on production on account of 
which it is not found or deemed neces- 
'saiy to impose restrictive regulations 
on the manufacturers or dealers, in 
order to check evasions of the tax. 
These regulations are always sources 
of trouble and annoyance, and gene- 
rally of expense, for all of which, being 
peculiar disadvantages, the producers 
or dealers must have compensation in 
the price of their commodity. These 
restrictions also frequently interfere 
with the processes of manufacture, re- 
quiring the producer to carry on his 
operations in the -way most convenient 
to the revenue, though not the cheapest, - 
or most efficient for purposes of produc- .- 
tion. Any regulations whatever, en- 
forced by law. make it difficult for tb,e 
producer to .adopt new and improved 
processes. Further, the necessity of 
advancing the tax obliges producers 
and dealers to carry on their business 
with larger capitals than would other- 
wise be necessary, on the whole of 
which they must receive the ordinary 
rate of profit, though a part only is em- 
ployed in defraying the real expenses 
of production or importation. The price 


of the article must be sucb as to afford 
a profit on more than its natural value, 
instead of a profit on only its natural 
value. A part of the capital of the 
country, in short, is not employed in 
production, hut in advances to the state, 
repaid in the price of goods ; and the 
consumers must give an indemnity to 
the sellers, equal to the profit which 
they could have made on the same 
capital if really employed in produc- 
tion.* Neither ought it to he forgotten, 
that whatever renders a larger- capital 
necessary in any trade or business, 
limits the competition in that business, 
and by giving something like a mono- 
poly to a few dealers, may enable them 
either to keep up the price heyond what 
would afford the ordinary rate of profit, 
or to obtain the ordinary rate of profit 
with a less degree of exertion for im- 
proving and cheapening their commo- 
dity. In these several modes, taxes on 
commodities often cost to the consumer, 
through the increased price of the ar- 
ticle, much...mqre than they bring into 
the treasury of the state. There is 
still another consideration. The higher 
price necessitated by the tax, almost 
always checks the demand for the com- 
modity ; and since there are many im- 
provements in production which, to 
make tliem practicable, require a cer- 
tain extent of demand, such improve- 
ments are obstructed, and many of them 
prevented altogether. It is a well- 
known fact, that the branches of pro- 
duction in which fewest improvements 
are made, are those with which the 
revenue officer interferes ; and that 
nothing, in gener^il, gives a greater .• 
iinpui.se to improvements in the pro-/ 
diiction of a commodity, than taking ^ 
n tax which narrowed the market 
foi-it. 

* It is true, this does not constitute, as it 
at first sight appears to do, a case of talcing 
more out of the pockets of the people than 
the state receives ; since if the state needs 
the advance, and gets it in this naanner, it 
can dispense •with an equivalent amount of 
horro-wing in stock or exchequer hills. But 
it is more economical that the necessities of 
the state should be supplied from the dis- 
posable capital in the hands of the lencling 
class, than by an artificial addition to the 
expenses of one or several ' classes of pro- 
• ducers or dealers. 
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§ 3. Sucli are the effects of taxes 
on commodities, considered generaJly ; 
but as there are some commodities 
(those composing the necessaries of the 
labourer) of which the values have an 
influence on the distribution of wealth 
among different classes of the commu- 
nity, it is requisite to trace the effects 
of taxes on those particular articles 
somewhat farther. If a tax he laid, 
say on corn, and the price rises in pro- 
portion to the tax, the rise of price may 
operate in two ways. First: it may 
lower the condition of the labouring 
classes ; temporarily indeed it can 
scarcely fail to do so. If it diminishes 
their consumption of the produce of the 
earth, or makes them resort to a food 
which the soil produces more abun- 
dantly, and therefore more cheaply, it 
to that extent contributes to throw 
back agriculture upon more fertile lands 
or less costly processes, and to lower 
the value and price of corn ; which 
therefore ultimately settles at a price, 
increased not by the whole amount of 
the tax, hut by only a part of its 
amount. Secondly, however, it may 
happen that the dearness of the taxed 
food does not louver the habitual stan- 
dard of the labourer’s x*equirenients, 
but that wages, on the contrary, 
through an action on population, rise, 
in a shorter or longer period, so as to 
compensate the labourers for their por- 
tion of the tax; the compensation 
being of course at the expense of 
profits. Taxes on necessaries must 
thus have one of two effects. Either 
they lower the condition of the labour- 
ing classes ; or they exact from the 
owners of capital, in addition to the 
amount due to the state on their own 
necessaries, the amount due on those 
consumed by tbe labourers. In the’'' 
last case, the tax on necessaries, like a 
tax on wmges, is equivalent to a pecu- 
liar tax on profits ; which is, like all 


other partial taxation, unjust, amd is 
specially prejudicial to the‘ increase of 
the national wealth. 

It remains to speak of the effect on 
rent. Assuming (what is usually the 
fact) ^ that the consumption of food is 
not diminished, the same cultivation as 
before will he necessary to supply the 
wants of the community; the margin 
of cultivation, to use I)r. Chalmers’ 
expression, remains where it was ; and 
the same land or capital which, as the 
least productive, already regulated the 
value and price of the whole produce, 
will continue to regulate them. The 
effect wliich a tax on agidcultural pro- 
duce will have on rent, depends- on its 
affecting or not affecting the difference 
between the return to this least pro- 
ductive land or capital, and tbe returns 
to other lands and capitals. Now this 
depends on the manner in which the 
tax is imposed. If it is an ad valorem 
tax, or what is the same thing, a fixed 
proportion of the produce, such as tithe, 
for example, it evidently lowers corn- 
rents. For it takes more corn from the, 
better lands than from the worse ; and 
exactly in the degree in which they are 
better ; land of twice the productive- 
ness paying twice as much to the tithe. 
Whatever takes more from the greater 
of two quantities than from the less, 
diminishes the difference between 
them. The imposition of a tithe on 
corn would take a tithe also from corn- 
rent: for if we reduce a series of numbers 
by a tenth each, the differences between 
them are reduced one-tenth. 

For example, let there be five quali- 
ties of land, which severally yield, on 
the same extent of ground and with 
the same expenditure, 100, 90, 80, //O, 
and 60 bushels of wheat ; tbe last of 
these being tbe lowest quality which 
the demand for food renders it iiecesv 
saryto cultivate. The rent of these 
lands will be as follows 


The land producing 100 bushels will yirid a rent of 100—60, or 40 bushels. 
That producing 90 „ „ 90—60, or 30 „ 

„ 80 „ „ 80— 60,or20 „ 

70 „ 76-60, or 10 „ 

„ 00 ,, „ no rent. 


Now let a tithe , be imposed, which land 10, 9, 8, 7, and 6 bushels re- 
takes from these five pieces of spectively, the fifth quality still 
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■being tlie one -wMcli regulates the | after payment of tithe, bo more than 
price, hut returning to the farmer, | 54 bushels: — 

The land producing 100 huehels reduced to 90,. wiU yield areut of 90 — 54, or 30 hushels. 
Tliat producing 90 „ 81 ,, 81 — 54, or 27 

„ • 80 „ , 73 „ 72-54, or 18 „ 

„ 70 „ 63 „ 63— 54, or 9 „ 


and that producing 60 bushels, reduced 
to 64, will yield, as before, no rent. So 
that the rent of the first quality of 
land has lost four bushels; of the 
second, three ; of the third, two ; and 
of the fourth, one : that is, each has i 
lost exactly one-tenth. A tax, there- 
fore, of a fixed proportion of the pro- 
duce, lowers, in the same proportion, 
corn-rent. 

But it is only corn-rent that is 
lowered, and not rent estimated in 
money, or in any other commodity. 
For, in the same proportion as corn- 
rent is reduced in quantity, the corn ■ 
composing it is raised in value. Under ! 
the tithe, 54 bushels will he worth in 
the market what 60 were before ; and 
nine-tenths will in all cases sell for as 
much as the whole ten-tenths previ- 
ously sold for. The landlords will 
therefore he compensated in value and 
price for what they lose in quantity ; 
and will suffer only so far as they con- 
sume their i-ent in kind, . or, after re- 
ceiving it in money, expend it in 
agricultural produce : that is, they 
only suffer as consumers of agricultural 
produce, and in common with all the 
other consumers. Considered as land- 
lords, they have the same income as 
before ; the tithe, therefore, falls on 
the consumer, and not on the landlord. 

The same effect would he produced 
on rent, if the tax, instead of being a 
fixed proportion of the- produce, were a 
fixed sum per quarter or per bushel. A 
tax which takes a shilling for every 
bushel, takes more shillings from one 
field than from another,- just in propor- 
tion as it produces: more bushels ; and 
operates exactly like tithe, except that 
tithe is not only the same proportion 
on all lands, but is also the same pro- 
portion at all times, while a fixed sum 
of money per bushel will amount to a 
gi-eater or less proportion, according as 
com is cheap or dear. 

There are other modes of taxing 


agriculture, which would affect rent 
differently. A tax proportioned to the 
rent would fall wholly on the rent, and 
would not at all raise the price of corn, 
which is regulated by the portion of 
the produce that pays no rent. A fixed 
tax of so much per cultivated acre, 
without distinction of value, would have 
effects directly the reverse. Taking 
no more from the best qualities of land 
than from the worst, it would leave the 
differences the same as before, and con- 
sequently the same corn-rents, and the 
landlords would profit to the full extent 
of the rise of price. To put the thing 
in another manner; the price must rise 
sufficiently to enable the worst land to 
pay the tax: thus enabling all lands 
which produce more than the w’-orst, to 
pay not only the tax, but also an in- 
creased rent to the landlords. These, 
however, are not so much taxes on the 
produce of land, as taxes on the land 
itself. ' Taxes on the produce, properly 
so called, whether fixed or ad valorem^ 
do not affect rent, but fall on the con- 
sumer : profits, however, generally 
bearing either the whole or the greatest 
part of the portion which is levied on 
the consumption of the labouring 
classes.. 

§ 4. . The preceding is, I appre- 
hend, a correct statement of the man- 
ner in which taxes on agricultural 
produce operate when first laid on. 
J¥hen, however, they are of old stand- 
ing, their effect may he different, as 
was first pointed out, I believe, by 
Mr. Senior. It is, as we have seen, an 
almost infallible consequence of any 
reduction of profits, to retard the rate 
of accumulation. Uow the effect of 
accumulation, when attended by its 
usual accompaniment, an increase of 
population, is to increase the value and 
price of food, to raise rent, and to 
lower profits; that is, to do precisely 
what is done by a tax on. agricultural 
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produce, except that tins does uot raise 
rent. The tax, therefore, merely anti- 
cipates the rise of price, and fall of 
profits, which would have taken place 
ultimately through the mere progress 
of accumulation ; while it at the same 
time prevents, or at least retards, that 
progress. If the rate of profit was such, 
previous to the imposition of a tithe, 
that the eiSfect of the tithe reduces it 
to the practical minimum, the tithe 
will put a stop to all further accumu- 
lation, or cause it to take place out of 
the country ; and the only’ effect which 
the tithe will then have had on the 
consumer, is to make him pay earlier 
the price which he would have had to 
pay somewhat later — part of which, 
indeed, in the gradual progress of 
wealth and population, he would have 
almost immediately begun to pay. 
After a lapse of time which would have 
admitted of arise of one-tenth through 
the natural progress of wealth, the con- 
sumer will he pa; 7 ing no more than he 
would have paid if the tithe had never 
existed; he will have ceased to pay 
any portion of it, and the person who 
will really pay it is the landlord, whom 
it deprives of the increase of rent which 
would by that time have accmed to 
him. At every successive point in this 
interval of time, less of the burthen will 
rest on the consumer, and more of it on 
the landlord : and in the ultimate re- 
sult, the minimum of profits will he. 
reached with a smaller capital and 
population, and a lower rental, than if 
the course of things had not been dis- 
turhed by the imposition of the tax. 
If, on the other hand, the tithe or other 
tax on agricultural produce does not 
reduce profits to the minimum, hut to 
something above the minimum, accu-^ 
mulation will not he stopped, hut only- 
slackened: and if population also in- 
creases, the twofold increase -wdli con- 
tinue to produce its efiects — a rise <>f 
the price of corn, and an increase of 
rent. These consequences, however, 
will not take place with the same 
rapidity as if the higher rate of profit 
had continued. At the end of twenty 
years the country will have a smaller 
population and capital, than, hut for 
the tax, it would by that time have 


had; the landlords will have a smaller 
rent; and the price of corn, ha-ving 
increased less rapidly than it would 
otherwise have done, will not he so 
much as a tenth higher than what, if 
there had been no tax, it would by that 
time have become. A part of the tax, 
therefore, will already have ceased to 
fall on the consumer, and devolved 
upon the landlord ; and the proportion 
will become greater and greater by 
lapse of time. 

Mr. Senior illustrates this view of 
the subject by likening the effects of 
tithes, or other taxes on agricultural 
produce, to those of natural sterility of 
soil. If the land of a country without 
access to foreign supplies, were sud- 
denly smitten with a peimanent dete- 
rioration of quality, to an extent which 
would make a tenth more labour neces- 
sary to raise the existing produce, the 
price of corn would undoubtedly rise 
one-tenth. But it cannot hence he 
inferred that if the soil of the country 
had from the beginning been one-tenth 
worse than it is, corn would at present 
have been one-tenth dearer than we 
find it. It is far more probable, that 
the smaller return to labour and capital, 
ever since the first settlement of the 
country, would have caused in each 
successive generation a less rapid in- 
crease than has taken place : that the 
country would now have contained less 
capital, and maintained a smaller popu- 
lation, so that notwithstanding the in- 
feriority of the soil, the price of corn 
would not have been higher, noi* profits 
lower, than at present; rent alone 
would certainly have been lower. Wq 
may suppose two islands, which, being 
alike in extent, in natural fertility, and 
industrial advancement, have up to a 
certain time been equal in population 
and capital, and have had equal rentals, 
and the same price of corn- Let us 
imagine a tithe imposed in one of these 
islands, but not in the other. There 
will he immediately a difference in the 
price of corn, and therefore probably in 
profits. While profits are not tending 
downwards in either country, that is, 
while improvements in the production 
of necessaries fully keep pace with the 
increase of population, this difference 
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of prices and profits between tbe islands 
^ may continne. But if, in the untitbed 
island, capital increases, and popula- 
tion -along with it, more than enough 
to counterbalance any improvements 
which take place, the price of corn will 
gradually rise, profits will fall, and rent 
will increase ; while in the tithed island 
capital and population will either not 
increase (beyond what is balanced by 
the improvements), or if they do, will 
increase in a less degree ; so that rent 
and the price of com will either not rise 
at all, or rise more slowly. Rent, there- 
fore, will soon be higher in the un tithed, 
than in the tithed island, and profits 
not so much higher, nor corn so much 
cheaper, as they were on the first im- 
position of the tithe. These effects 
will be progressive. At the end of 
every ten years there will be a greater 
difference between the rentals and be- 
tween the aggregate wealth and popu- 
lation of the two islands, and a less 
difference in profits and in the price of 
corn. 

At what point will these last dif- 
ferences entirely cease, and the tem- 
porary effect of taxes on agricultural 
produce, in raising the price, have en- 
tirely given place to the ultimate effect, 
that of limiting the total produce of 
the country? Though the untithed 
island is always verging towards the 
point at which the price of food would 
overtake that in the , tithed island, its 
progress towards that point naturally 
slackens as it draws nearer to attaining 
it; since — the difference between the 
two islands in the rapidity of accumu- 
lation, depending upon the difference 
in the rates of profit — ^in proportion as 
these approximate, the mo vement which 
draws them closer together, abates of 
its force. The one may not actually 
overtake the other, until both islands 
reach the minimum of profits: up to 
“that point, the tithed island may con- 
tinue more or less ahead of the untithed 
island in the price of corn: considerably 
ahead if it is far from the minimum, 
and is therefore accumulating rapidly ; 
very little ahead if it is near the mini- 
mum, and accumulating slowly. 

But whatever is true of the tithed 
and untithed islands, in our hypotheti- 
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cal case, is true of any country having 
a tithe, compared with the same 
country if it had never had a tithe. 

In England the great emi^ation of 
capital, and the almost periodical oc- 
currence of commercial crises through 
the speculations occasioned by the 
habitually low rate of profit, are indi- 
cations that profit has attained the 
practical, though not the ultimate 
minimum, and that all the savings 
which take place (beyond what im- 
provements, tending to the cheapening 
of necessaries, make room for) are 
either sent abroad for investment, or 
periodically swept away. There can ^ 
therefore, I think, be little doubt that 
if England had never had a tithe, or 
any tax on agricultural produce, the 
price of corn would have been by this 
time as high, and the rate of profits as 
low, as at present. Independently of 
the more rapid accumulation . which 
would have taken place if profits had 
not been prematurely lowered by these 
imposts ; the mere saving of a part of 
the capital which has been w’asted 
in unsuccessful speculations, and the 
keeping at home a part of that which 
has been sent abroad, would have been 
quite sufficient to produce the effect. I 
think, therefore, with Mr. Senior, that 
the tithe, even before its commutation, 
had ceased to be a cause of high prices 
or low profits, and had become a mere 
deduction from rent ; its other effects 
being, that it caused the country to 
have no greater capital, no larger pro- 
duction, and no more numerous popu- 
lation than if it had been one-tenth 
less fertile than it is ; or let us rather 
say one-twentieth, ^considering hov?- 
gi-eat a portion of tne land of Great 
Britain was tithe-free). 

® But though tithes and other taxes 
on agricultiu'al produce, when of long 
standing, either do not raise the price 
of food and lower profits at all, or if at 
all, not in proportion to the tax ; yet 
the abrogation of such taxes, when 
they exist, does not the less diminish 
price, and, in general, raise the rate of 
profit. The abolition of a tithe takes 
one-tenth from the cost of production, 
and consequently from the price, of 
all agricultural produce ; and unless it 
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permanently raises the labourer’s re- 
quirements, it lowers the cost of labour, 
and raises profits. Eent, estimated in 
money or in commodities, generally 
remains as before ; estimated in agri- 
cultural produce, it is raised. The 
country adds as much by the repeal of 
a tithe, to the mai’gin -which intervenes 
between it and the stationary state, as 
is cut off fi’om that margin by a tithe 
when first imposed. Accumulation is 
greatly accelerated ; and if population 
also increases, the price of corn imme- 
diately begins to recover itself, and 
rent to rise ; thus gradually trans- 
ferring the benefit of the remission, 
from the consumer to the landlord. 

The effects which thus result fi’om 
abolishing tithe, result equally from 
what has been done by the arrange- 
ments under the Commutation Act for 
converting it into a rent-charge. When 
the tax, instead of being levied on the 
whole produce of the soil, is levied only 
from the portions which pay rent, and 
does not touch any fresh extension of 
cultivation, the tax no longer forms 
any part of the cost of production of 
the portion of the produce which regu- 
lates the piice of all the rest. The 
land or capital which pays no rent, can 
now send its produce to market one- 
tenth cheaper. The commutation of 
tithe ought therefore to have produced 
a considerable fall in the average price 
of corn. If it had not come so gradu- 
ally into operation, and if the price of 
corn had not during the same period 
been under the influence of several 
other causes of change, the effect would 
probably have been markedly conspicn- 
ous. As it is, there can be no doubt 
that this circumstance' has had its 
share in the fall ■which has taken place 
in the cost of production and in tl^ 
price of home-grown produce ; though 
the effects of the great agricultural 
improvements which have been simul- 
taneously advancing, and of the free 
admission of agiicnltural produce from 
foreign countries, have masked those 
of the other cause. This fall of price 
would not in itself have any tendency 
injurious to the landlord, since corn- 
rents are increased in the same ratio in 
which the price of corn is diminished. 


But neither does it in any way tend to 
increase his income. The rent-charge 
therefore, which is substituted for tithe' 
is a dead loss to him at the expiration 
of existing leases: and the commuta- 
tion of tithe was not a mere alteration 
in the mode in which the landlord bore 
an existing burthen, hut the imposition 
of a new one ; relief being afforded to 
the consumer at the expense of the 
landlord, 'who, however, begins imme- 
diately to receive progressive indemni- 
fication at the consumer’s expense, by 
the impulse given to accumulation and 
population. 

§ 5. We have hitherto inquired into 
the effects of taxes on commodities, on 
the assumption that they are levied 
impartially on every mode in -which the 
commodity can be prodneed or brought 
to market. Another class of considera- 
tions is opened, if we suppose that this 
impartiality is not maintained, and 
that the tax is imposed, not on the 
commodity, hut on some partierflar 
mode of obtaining it. 

Suppose that a commodity is capable 
of being made by two difierent pro- 
cesses ; as a manufactured commodity 
may be produced either by hand or 
by steam-power ; sugar may be made 
either from the sugar-cane or from 
beet-root,, cattle fattened cither on hay 
and green crops, or on oil cake and the 
refuse of breweries. It is the interest 
of the community, that of the two 
methods, producers should adopt that 
which produces the best article at the 
lowest price. This being also the in- 
terest of the producers, unless protected 
against competition, and shielded from 
the penalties of indolence ; the process 
most advantageous to the community 
is that which, if not interfered with by 
government, they ultimately find it to 
their advantage to adopt. Suppose 
however that a tax is laid on one of 
the processes, and no tax at all, or one 
of smaller amount, on the other. If the 
taxed process is the one which the pro- 
ducers would not have adopted, the 
measure is simply nugatory. But if 
the tax falls, as it is of course intended 
to do, upon the one which they would 
have adopted, it creates an artificial 
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motiye for preFemng tlie nntaxed pro- 
cess, tliougii the inferior of the two. 
If, therefore, it has any effect at all, it 
causes the commodity to he produced 
of worse quality, or at a greater ex- 
pense of labour ; it causes so much of 
the labour of the community to be 
wasted, and the capital employed in 
supporting and remunerating that 
labour to be expended as uselessly, as 
if it were spent in hiring men to dig 
holes and fill them up again. -This 
waste of labour and capital constitutes 
an addition to the cost of production of 
the commodity, which raises its value ; 
and price in a corresponding ratio, and 
thus the owners, of the capital are in- 
demnified. The loss falls on the con- 
sumers ; though the capital of the 
country is also eventually diminished, 
by the diminution of their means of 
saving, and in some degree, of their 
inducements to save. 

The kind of tax, therefore, which 
comes under the general denomination 
of a discriminating duty, transgresses 
the rule that taxes should take as little 
as possible from the tax-payer beyond 
what they bring into the treasury 
of the state. A discriminating duty 
makes the consumer pay two distinct 
taxes, only one of which is paid to the 
government, and that frequently the 
less onerous of the two. If a tax were 
laid on sugar produced from the cane, 
leaving the sugar from heet-root un- 
taxed, then in so far as cane sugar 
continued to be used, the tax on it 
would he paid to the treasury, and 
might be as unobjectionable as most 
other taxes hut if cane sugar, having 
previously been cheaper than beet- root 
sugar, was now dearer, and beet-root 
sugar was to any considerable amount 
■substituted for it, and fields* laid out? 
and manufactories established in con- 
sequence, the government, would gain 
no revenue from the beet-root sugar, 
while the consumers of it would pay a 
real tax. They would pay for heet-root 
sugar more than they had previously 
paid for cane sugar, and the difference 
would go to* indemnify producers for a 
portion of the iaboitr of the country 
actually thrown away, in producing by 
■^he labour of (say) three hundred men, 
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what could be obtained by the other 
process with the labour of two hundred. 

One of the commonest oases of dis- 
criminating duties, is that of a tax on 
the importation of a commodity capa- 
ble of being produced at home, unac- 
companied by an equivalent tax on 
the home production. A commodity is 
never permanently imported, unless it 
can be obtained from abroad at a 
smaller cost of labour and capital on 
the whole, than is necessary for pro- 
ducing it. If, therefore, by a duty on 
the importation, it is rendered cheaper 
to produce the article than to import 
it, ''an extra quantity of labour and 
capital is expended, without any extra 
result. The labour is useless, and the 
capital is spent in paying people for 
laboriously doing nothing. All custom 
duties which operate as an encourage- 
ment to the home production of the 
taxed article, are thus an eminently 
wasteful mode of raising a revenue. 

This character belongs in a peculiar 
degree to custom duties on the produce 
of land, unless countervailed by excise 
duties on the home production. Such 
taxes bring less into the public trea- 
sury, compared with what they take 
from, the consumers, than any other 
imposts to which civilized nations are 
usually^ subject. If the wheat pro- 
duced in a country is twenty millions 
of quarters, and the consumption 
twenty-one millions, a million being 
annually imported, and if on this 
million a duty is laid which raises the 
price ten shillings per quarter, the 
price which is raised is not that of 
the million only, but of the whole 
twenty-one millions. Taking the most 
favourable, hut extremely improbable 
supposition, that the importation is 
not at all checked, nor the home pro- 
duction enlarged, the state gains a 
revenue of only half a million, while 
the consumers are taxed ten millions 
and a Half: the ten millions being a 
contrihution to the home growers, who 
are forced by competition to resign it 
all to the landlords. The consumer 
thus pays to the owners of land an 
additional tax, equal to twenty times 
that which he pays to ihe state. Let 
, us now suppose that the tax really 
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cliecks importation. Suppose importa- 
tion stopped altogether in ordinary 
years; it being found that the million 
of quarters can he obtained, hy a more 
elaborate cultivation, or by breaking 
up inferior land, at a less advance than 
ten shillings upon the previous price 
— say, for instance, five shillings a 
quarter. The revenue novr obtains 
nothing, except from the extraordinary 
imports which may happen to take j 
place in a season of scarcity. But the 
consumers pay every year a tax of 
five shillings on the whole twenty-one 
millions of quarters, amounting to 5J 
millions sterling. Of this the odd 
250,0002. goes to compensate the 
growers of the last million of quarters 
for the labour and capital wasted 
under the compulsion of the law. 
The remaining five millions go to 
enrich the landlords as before. 

Such is the operation of what are 
technically termed Corn Laws, when 
first laid on; and such continues to 
be their operation, so long as they 
have any efiect at all in raising the 
price of corn. But I am hy no means 
of opinion tliat in the long run they 
keep up either prices or rents in the de- 
gvee which these considerations might 
lead us to suppose. What we have 
said respecting the effect of tithes and 
other taxes on agricultural produce, 
applies in a great degree to corn laws : 
they anticipate artificially a rise of 
price and of rent, which would at all 
events have taken place through the 
increase of population and of produc- 
tion. The difference between a country 
without corn laws, and a country which 
has long had corn laws, is not so much 
that the last has a higher price or a 
larger rental, but that it has the same 
price and the same rental with a smaller*^ 
aggregate capital and a smaller popu- 
lation. The imposition of com laws 
raises rents, hut retards that progress 
of accumulation which would in no 
long period have raised them fully as 
much. The repeal of corn laws tends 
to lower rents, hut it unchains a force 
which, in a progressive state of capital 
and population, restores and even in- 
creases the former amount. There is 
every reason to expect that under the 


virtually free importation of agricultural 
produce, at last extorted from the ruling 
powers of this country, the price of food, 
if population goes on increasing, will 
gradually but steadily rise ; though this 
effect may for a time be postponed by 
the strong current which in this country 
has set in (and the impulse is extending 
itself to other countries) towards the 
improvement of agricultural science, 
and its increased application to prac- 
tice. 

What we have said of duties on im- 
* portation generally, is equally appli- 
cable to discriminating duties which 
favour importation from one place or 
in one particular manner, in contradis- 
tinction to others: such as the pre- 
ference given to the produce of a colony, 
or of a country with which there is a 
commercial treaty : or the higher duties 
formerly imposed hy our navigation 
laws on goods imported in other than 
British shipping. Whatever else may 
be alleged in favour of such distinc- 
tions, whenever they are not nugatory, 
they are economically wasteful. They 
induce a resort to a more costly mode 
of obtaining a commodity, in lieu of 
one less costly, and thus cause a por- 
tion of the labour which the country 
employs in providing itself with foreign 
commodities, to be sacrificed without 
return. 

§ 6. There is one more point, re- 
lating to the operation of taxes on 
commodities conveyed from one coun- 
try to another, which requires notice : 
the influence which they exert on in- 
ternational exchanges. Every tax on 
a commodity tends to raise its price, 
and consequently to lessen the demand 
for it in the market in which it is sold. 
All taxes on international trade tend, 
therefore, to produce a disturbance and 
readjustment of what we have termed 
the Equation of International Demand. 
This consideration leads to some rather 
curious consequences, which have been 
pointed out in the separate essay on 
International Commerce, already seve- 
ral times referred to in this treatise. 

Taxes on foreign trade are of two 
kinds — taxes on imports, and on ex- 
ports. On the first aspect of the 
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matter it would seem tliat both these the tax, hut would also get her imports 
taxes are paid by the consumers of cheaper. She would get them cheaper 
the commodity; tiiat taxes on exports in two ways; for she would obtain 
consecLuently Ml entirely on foreigners, them for less money, and would have 
taxes on imports wholly -on the home more money to purchase them -with, 
consumer. The true state of the case, Germany, on the other hand, would 
however, is much more complicated. suiOfer doubly : she would have to pay 
“By taxing exports, we may, in for her cloth a price increased not only 
certain circumstances, produce a divi- by the duty, but by the influx of money 
sion of the advantage of the trade into England, while the same change 
more favourable to ourselves. In some in the distribution of the circulating 
cases we may draw into our coffers, at medium would leave her less money to 
the expense of foreigners, not only the purchase it with, 
whole tax, but more than the tax: in “This, however, is only one of three 
other cases, we should gain exactly the possible cases. If, after the imposition 
tax ; in others, less than the tax. In this of the duty, Germany requires so di- 
last case, a part of the tax is borne by minished a quantity of cloth, that its 
ourselves ; possibly the whole, possibly total value is exactly the same as be- 
even, as we shall show, more than the fore, the balance of trade would be un- 
whole.” disturbed; England will gain the duty, 

Eeverting to the supposititious case Germany will lose it, and nothing more, 
employed in the Essay, of a trade be- If, again, the imposition of the duty 
tween Germany and England in broad- occasions such a falling off in the de- 
cloth and linen, “ suppose that England mand that Germany requires a less 
taxes her export of cloth, the tax not pecuniary value than before, our ex- 
being supposed high enough to induce ports will no longer pay for our im- 
Germany to produce cloth for herself, ports; money must pass from England 
The price at which cloth can he sold into Germany; and Germany’s share 
in Germany is augmented by the tax. of the advantage of the trade will be 
This will probably diminish the qnan- increased. By the change in the dis- 
tity consumed. It ma^r diminish it so tribution of money, cloth will fall in 
much that, even at the increased price, England ; and therefore it will, of 
there will not he required so great a course, fall in Germany. Thus Ger- 
money value as before. Or it may not many will not pay the whole of the 
diminish it at all, or so little, that in tax. From the same cause, linen will 
consequence of the higher price, a rise in Germany, and consequently in 
greater money value will be purchased England. When this alteration of 
than before. In this last case, Eng- prices has so adjusted the demand, 
land will gain, at the expense of Ger- that the cloth and the linen again pay 
many, not only the whole amount of for one another, the result is that Ger- 
the duty, hut more ; for, the money many has paid only a part of the tax, 
value of her exports to Germany being and the remainder of what has been 
increased, while her imports remain received into our treasury has come in- 
the same, money will flow into England directly out of the pockets of our own 
from Germany. The price of cloth '* * consumers of linen, who pay a higher 
will rise in England, and consequently price for that imported commodity in 
in Germany ; but the piice of linen consequence of the tax on our exports, 
win fall in Germany, and consequently while at the same time they, in con- 
in England. We shall export less sequence of the efflux of money and 
cloth, and import more linen, till the the fall of prices, have smaller money 
equilibrium is restored. It thus ap- incomes wherewith to pay for the linen 
pears (what is at first sight somewhat at that advanced price, 
remarkahle) that by taxing her exports, “ It is not an impossible supposition 
England would, in some conceivable that by taxing our exports we might 
circumstances, not only gain from her not only gain nothing from the fo- 
foreign customers the whole amount of reigner, the tax being paid out of our 
r.ij. L L 
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own pockets, "but migkt even compel 
onr own people to pay a second tax to 
tie foreigner. Suppose, as before, that 
the demand of Germany for cloth falls 
olf so much on the imposition of the 
duty, that she requires a smaller money 
value than before, but that the case is 
so diiferent with linen in England, that 
when the price rises the demand either 
does not fall off at all, or so little that 
the money value required is greater 
than before. The first effect of laying 
on the duty is, as before, that the cloth 
exported will no longer pay for the linen 
imported. Money will therefore flow 
out of England into Germany. One 
effect is to raise the price of linen in 
Germany, and consequently in Eng- 
land. But this, by the supposition, 
instead of stopping the efflux of money, 
only makes it greater, because the 
higher the price, the greater the money 
value of the linen consumed. The ba- 
lance, therefore, can only be restored 
by the other effect, which is going on 
at the same time, namely, the fall of 
cloth in the English and consequently 
in the German market. Even when 
cloth has fallen so low that its price 
with the duty is only equal to what its 
price without the duty was at first, it 
is not a necessary consequence that the 
fall will stop ; for the same amount of 
exportation as before will not now suf- 
fice to pay the increased money value 
of the imports; and although the Ger- 
man consumers have now not only cloth 
at the old price, but likewise increased 
money incomes, it is not certain that 
they will be inclined to employ the in- 
crease of their incomes in increasing 
their purchases of cloth. The price of 
cloth, therefore, must perhaps fall, to 
restore the equilibrium, more than the 
whole amount of the duty ; Germany 
may be enabled to import cloth at a 
lower price when it is taxed, than wfflen 
it was untaxed : and this gain she will 
acquire at the expense of the English 
consumers of linen, who, in addition, 
will be the real payers of the whole of 
what is received at their own custom- 
house under the name of duties on the 
export of cloth.” 

It is almost unnecessary to remark 
that cloih and linen are here merely 


representatives of exports and imports 
in general ; and that the effect which 
a tax on exports might have in increas- 
ing the cost of imports, would affect 
the imports from all countries, and not 
pecnliarly the articles which might be 
imported from the particular country 
to which the taxed exports were sent. 

“Such are the extremely various 
effects which may result to ourselves 
and to our customers from tbe imposi- 
tion of taxes on our exports ; and the 
determining circumstances are of a 
nature so imperfectly ascertainable, 
that it must be almost impossible to 
decide with any certainty, even after 
the tax has been imposed, whether we 
have been gainers by it or losers.” 
Ingeneral, however, there could be little 
doubt that a country which imposed 
such taxes would succeed in making 
foreign countries contribute something 
to its revenue ; but unless the taxed 
article be one for which their demand 
is extremely urgent, they will seldom 
pay the whole of the amount which the 
tax brings in.^ “ In any case, whatever 
we gain is lost by somebody else, and 
there is tbe expense of the collection 
besides : if international morality, 
therefore, were rightly understood and 
acted upon, such taxes, as being con- 
trary to the imiversal weal, would not 
exist.” 

Thus far of duties on exports. We 
now proceed to tbe more ordinary case 
of duties on imports. “ We have bad an 
example of a tax on exports, that is, on 
foreigners, falling in part on ourselves. 
We shall therefore not be surprised 
if we find a tax on imports, that is, 
on ourselves, partly falling upon fo- 
reigners. 

“ Instead of taxing tbe cloth which 
ffwe export, suppose that we tax the 
linen which we import. The duty 
which we are now supposing must not 
he what is termed a protecting duty, 

* Probably tbe strongest known instance 
of a large revenue raised from foreigners by 
a tax on exports, is tbe opium trade with 
China. The high price of the article under 
tbe G-overnment monopoly (which is equiva- 
lent to a high export duty) has so little effect 
in discouraging its consumption, that it is 
said to have been occasionally sold in China 
for as muck as its weight in silver. 
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-that is, a duty sufficiently high, to 
induce us to produce the article at 
laome. If it had this effect, it would 
destroy entirely the trade both in cloth 
and in linen, and both countries would 
lose the whole of the advantage which 
they previously gained by exchanging 
those commodities with one another. 
We suppose a duty which might dimi- 
nish the consumption of the article, but 
which would not prevent us from con- 
tinuing to import, as before, whatever 
linen we did consume. 

‘‘ The equilibrium of trade would be 
-disturbed if the imposition of the tax 
diminished, in the slightest degree, the 
quantity of linen consumed. For, as 
the tax is levied at our own custom- 
house, the German exporter only re- 
ceives the same price as formerly, 
thongh the English consumer pays a 
'higher one. If, therefore, there he any 
diminntion of the quantity bought, al- 
though a larger «um of money may be 
actually laid out in the article, a 
smaller one vnll he due from England 
to Germany : this sum will no longer 
he an equivalent for the sum due from 
Germany to England for cloth, the ba- 
lance therefore must be paid in money. 
Prices will fall in Geimany and rise in 
England ; linen will fall in the German 
market ; cloth will rise in the English. 
The Germans will pay a higher price 
for cloth, and will have smaller money 
■incomes to buy it with ; while the Eng- 
lish will obtain linen cheaper, that is, 
its price will exceed what it previously 
%vas by less than tbe amount of tbe 
duty, while their means of purchasing 
it will he increased by the increase of 
their money incomes. 

“ If the imposition of the tax does 
mot diminish the demand, it will leave 
the trade exactly as it was before. We^ 
shall import as much, and export as 
much ; the whole of the ta:;; will he 
paid out of our own pockets. 

“ But the imposition of a tax on a 
commodity almost always diminishes 
the demand more or less; audit can 
never, or scarcely ever, increase the 
demand. It may, therefore, he laid 
down as a principle, that a tax on im- 
ported commodities, wlien it really 
operates as a tax, and not as a prohi- 


bition either total or partial, almost al- 
ways falls in part upon the foreigners 
who consume our goods ; and that this 
is a mode in which a nation may ap- 
propriate to itself, at the expense 
of foreigners, a larger share than 
would otherwise belong to it of the 
increase in the general productive- 
ness of the labour and capital of the 
world, which results from the inter- 
change of commodities among na- 
tions.’’ 

Those are, therefore, in the right 
who maintain that taxes on imports 
are partly paid by foreigners ; hut they 
are mistaken when they say, that it is 
by the foreign producer. It is not on 
the person from whom we buy, but on 
^all those who buy from us, that a por- 
tion of our custom duties spontaneously 
falls. It is the foreign consumer of our 
exported commodities, who is obliged 
to pay a higher pric^ for them because 
we maintain revenue duties on foreign 
goods. 

There are hut two cases in which 
duties on commodities can in any de- 
gree, or in any manner, Ml on the pro- 
ducer. One is, when the article is a 
strict monopoly, and at a scarcity price. 
The price in this case being only limited 
by the desires of the buyer; the sum 
obtained for the restricted supply being 
the utmost which the buyers would con- 
sent to give rather than go without it ; 
if the treasury intercepts a part of this, 
the price cannot be further raised to 
compensate for the tax, and it must be 
paid from tbe monopoly profits. A tax 
on rare and high priced wines will fall 
wholly on the growers, or* rather, on 
the owners of the vineyards. The 
second case iii which the producer 
sometimes hears a portion of the tax, 
is more important ; the case of duties 
on the produce of land or of mines. 
These might he so high as to diminish 
materially the demand for the produce, 
and compel the. abandonment of some 
of the inferior qualities of land or mines. 
Supposing this to be the effect, the con- 
sumers, both in the country itself and 
in those which dealt with it, would ob- 
tain tbe produce at smaller cost ; and 
a part only, ’'instead of the whole, of 
the duty would fall on the purchaser, 
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•who would be indemnified cliiefly at 
the expense of tlie landowners or mine- 
owners in the producing country. 

Duties on importation may, then, he 
divided “into two classes: those 
which have the effect of encouraging 
some particular branch of domestic in- 
dustry, and tliose which have not. The 
former are purely mischievous, both to 
the country imposing them, and to 
those with whom it trades. Tliey pre- 
vent a saving of labour and capital, 
which, if permitted to be made, would 
be divided in some proportion or other 
between the importing country and the 
countries which buy what that country 
does or might export. 

“The other class of duties are those 
which do not encourage one mode oL 
procuring to article at the expense of 
another, but allow interchange to take 
place just as if the duty did not exist, 
and to produce the saving of labour 
which constitutes the motive to intei;- 
national, as to all other commerce. Of 
this kind are duties on the importation 
of any commodity which could not hy 
any possibility he produced at home ; 
and duties not sufficiently high to 
counterbalance the difierence of ex- 
pense between the production of the 
article at home and its importation. 
Of the money which is brought into 
the treasury of any country by taxes 
of this, last description, a part only is 
paid by the people of that country ; the 
remainder hy the foreign consumers of 
their goods. 

“ Nevertheless, this latter kind of 
taxes are in principle as ineligible as 
the former,, though not precisely on the 
same ground. A protecting duty can 
never be a cause of gain, but always 
and necessarily of loss, to the country 
imposing it, just so far as it is effica- 
cious to its end. A non-protecting 
duty, on the contrary, would in most 
cases he a source of gain to the country 
imposing it, in so far as throwing part 
of the weight of its taxes upon other 
people is a gain ; but it would be a 


means which it could seldom be ad- 
visable to adopt, being so easily coun- 
teracted by a precisely similar pro- 
ceeding on the other side. 

“If England, in the case already 
supposed, sought to obtain for herself 
more than her natural share of the 
advantage of the trade -with Germany, 
hy imposing a duty upon linen, Ger- 
many would only have to impose a 
duty upon cloth, sufficient to diminish 
the demand for that article about as 
much as the demand for linen had been 
diminished in England by the tax. 
Things would then be as before, and 
each country would pay its own tax. 
Unless, indeed, the sum of the two 
duties exceeded the entire advantage 
of the trade ; for in that case the trade, 
and its advantage, would cease en- 
tirely. 

“There would he no advantage, 
therefore, in imposing duties of this 
kind, with a view to gain hy them in 
the manner which has been pointed 
out. But when any part of the revenue 
is derived from taxes on commodities, 
these may often he as little ohjection- 
ahle as the rest. It is evident, too, 
that considerations of reciprocity, which 
are quite unessential when the matter 
in debate is a protecting duty, are of 
material importance when the repeal 
of duties of this other description is 
discussed. A country cannot he ex- 
pected to renounce the power of taxing 
foreigners, unless foreigners 'v\dll in re- 
turn practise, towards itself the same 
forbearance. The only mode in which 
a country can save itself from being a 
loser by the revenue duties imposed hy 
other countries on its commodities, is 
to impose corresponding revenue duties 
on theirs. Only it must take care that 
H those duties be not so high as to exceed 
all that remains of the advantage of 
the trade, and put an end to importa- 
tion altogether, causing the article to 
be either produced at home, or im- 
ported from another and a deare? 
market.’’ 
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CHAPTER V. 

OP SOME OTHER TAXES. 


§ 1. Besides direct taxes on in- 
come, and taxes on consumption, the 
financial systems of most countries , 
comprise a yariety of miscellaneous 
imposts, not strictly included in either 
class. The modern European systems 
retain many such taxes, though in 
much less number and variety than 
those semi-harbarous governments 
which European influence has not yet 
reached. In some of these, scarcely 
any incident of life has escaped being 
made an excuse for some fiscal exac- 
tion ; hardly any act, not belonging to 
daily routine, can be performed by any 
one, without obtaining leave from some 
agent of government, which is only 
granted in consideration of a payment : 
especially when the act requires the aid 
or the peculiar guarantee of a public 
authority. In the present treatise we 
may confine our attention to such 
taxes as lately existed, or still exist, in 
countries usually classed as civilized. 

In almost all nations a considerable 
revenue is drawn from tj,xes on .con- 
trac.ts. These are imposed in various 
forms. One expedient is that of taxing 
the legal instrument which serves as 
evidence of the contract, and which is 
commonly the only evidence legally 
admissible. In England, scarcely any 
contract is binding unless executed on 
stamped paper, which has paid a tax 
to government ; and until very lately, 
when the contract related to property 
the tax was proportionally muchi > 
heavier on the smaller than on the 
larger transactions ; which is still true 
of some of those taxes. There are also 
stamp'''duties on the legal instruments 
which are evidence of the fulfilment of 
contracts; such as, acknowledgments 
of receipt, and deeds of release. Taxes 
on contracts are not always levied by 
means of stamps. The duty on sales 
by auction, abrogated by Sir Robert 
Peel, was an instance in point. The 
taxes on transfers of landed property, j 


in France, are another: m England 
these are stamp-duties. In some 
countries, contracts of many kinds are 
not valid unless registered, and their 
registration is made an occasion for a 
tax. 

Of taxes on contracts, the most im- 
portant are those on the transfer of 
property; chiefly on purchases and 
sales. Taxes on the sale of consumable 
commodities are simply taxes on those 
commodities. If they affect only some 
particular commodities, they raise the 
prices of those commodities, and are 
paid by the consumer. If the attempt 
were made to tax all purchases and 
sales, which, however absurd, was for 
centuries the law of Spain, the tax, if 
it could he enforced, would be equiva- 
lent to a tax on all commodities, and 
would not affect prices : if levied from 
the sellers, it would be a tax on profits, 
if from the buyers, a tax on consump- 
tion ; and neither class could throw tho 
burthen upon the other. If confined 
to some one mode of sale, as for ex- 
ample by auction, it discourages, re- 
course to that mode, and if of any 
material amount, prevents it from being 
adopted at all, unless in a case of 
emergency; in which case as the seller 
is under a necessity to sell, but the 
buyer under no necessity to buy, the 
|ax falls on the seller ; and this was 
the strongest of the objections to the 
auction duty: it almost always fell on 
a necessitous person, and in the crisis 
of his necessities. 

Taxes on the purchase and sale of 
land are, in most countries, liable to 
the same objection. Landed property 
in old countries is seldom parted with, 
except from reduced circumstances, or 
some urgent need: the seller, there- 
fore, must take what he can get, while 
the buyer, whose object is an invest- 
ment, makes his calculations on the 
interest which he can obtain for his 
money in other ways, and will not buy 
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if lie is charged witli a government tax 
on the transaction.^ It has indeed 
been objected, ^Ihat this argument 
would not apply if all modes of perma- 
nent investment, such as the pm'chase 
of government securities, shares . in 
joint-stock companies, mortgages, and 
the like, were subject to the same tax. 
But even then, if paid by the buyer, it 
would he eqTuvalent to a tax on in- 
terest: if sufhciently heavy to he of 
any importance, it would disturb tbe 
established relation between interest 
and profit ; and the disturbance would 
redress itself by a rise in the rate of 
interest, and a fall of the price of land 
and of all securities. It appears to me, 
therefore, that the seller is the person 
by whom such taxes, unless under 
peculiar circumstances, will generally 
be borne. . 

All taxes must be condemned which 
throw obstacles in the way of the sale 
of land, or other instruments of produc- 
tion. Such sales tend naturally to 
render the property more productive. 
The seller, whether moved by necessity 
or choice, is probably some one who is 
either without the means, or without 
the capacity, to make the most advan- 
tageous use of the property for produc- 
tive purposes ; while the buyer, on the 
other ^hand, is at any rate not needy, 
and is frequently both inclined and 
able to improve the property, since, as 
it is worth more to such a person than 
to any other, he is likely to offer the, 
highest price for it. All taxes, there- 
fore, and all difficulties and expenses, 
annexed to such contracts, are deci- 
dedly detrimental; especially in the^ 
case of land, the source of subsistence, 
and the original foundation of all wealth, 
on the improvement of which, there- 
fore, so much depends. Too great 
facilities cannot be given to enable 
land to pass into, the hands, and as- 

* The statement in tho text requires 
modification in the case of countries where 
the land is owned in small portions. These 
heing neither a badge of importance, nor in 
general an object of local attachment, are 
readily parted with at a small advance on 
their original cost, with the intention of buy- 
ing elsewhere : and the desire of acquiring 
land, even on disadvantageous terms, is so 
great, as to be little checked by even a high 
rate of taxation. 


sume the modes of aggregation or divi- 
sion, most conducive' to its productive- 
ness. If landed properties are too 
large, alienation should be free, in 
order that they may be subdivided ; if 
too small, in order that they may be 
united. All taxes on the transfer of 
landed property should be abolished ; 
hut, as the landlords have no claim to 
he relieved from any reservation which 
the state has hitherto made in its own 
favour from the amount of their rent, 
an annual impost equivalent to the 
average produce of these taxes should 
he, distributed over the land generally, 
in the form of a land-tax. 

Some of the taxes on contracts are 
very pernicious,, imposing a virtual 
penalty upon transactions which it 
ought to be the policy of the legislator 
to encourage. Of this sort is the stamp 
duty on leases, which in a country of 
large properties are an essential condi- 
tion 01 good agriculture ; and the tax 
on insurances, a direct discouragement 
to prudence and forethought. In the 
case of fire insurances, the tax vras* 
until lately in all cases, and still is 
in most cases, exactly double the 
amount of the premium of insurance on 
common risks; so that the person in- 
suring is, obliged by the government 
to pay for the insurance just three 
times the value of the risk. If this tax 
existed in France, we should not see, as 
we do in some of her provinces, the plate 
of an insurance company on almost 
every cottage or hovel. This, indeed, 
must he ascribed to the provident and 
calculating habits produced by the dis- 
semination of property through the la- 
bouring class : but a tax of so extra- 
vagant an amount would be a heavy 
■^drag upon any habits of providence. 

§ 2. Nearly allied to the taxes on. 
contracts are those on _,c.ommunication. 
The principal of these is the postage 
tax ; to which may be added taxes on 
advertisements, and on newspapers, 
which are taxes on the conimnnicatiou 
of information. 

The common mode of levying a tax 
on the conveyance of letters, is by 
making the government the sole au- 
thorized carrier of them, and demand- 
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icg monopoly price. When this 
price is so moteate as it is in this 
country under the uniform penny post- 
age, scarcely if at all exceeding what 
would he charged under the freest 
competition hy any private company, it 
can hardly he considered as taxation, 
hut rather as the profits of a business ; 
whatever excess there is above the 
ordinary profits of stock being a fair 
result of the saving of expense, caused 
by having only one establishment and- 
one set of arrangements for the whole 
country, instead of many competing 
ones. The business, too, being one 
which both can and ought to he con- 
ducted on fixed rules, is one of the few 
businesses which it is not unsuitable to 
a government to conduct. The post 
office, therefore, is at present one of the 
best of the sources from which this 
country derives its revenue. But a 
ostage much exceeding what would 
e paid for the same service in a system 
of freedom, is not a desirable tax. Its 
chief w^eight falls on letters of business, 
and increases the expense of mercan- 
tile relations between distant places. 
It is like an attempt to raise a large 
revenue by heavy tolls : it obstructs all 
operations by which goods are con- 
veyed from place to place, and dis- 
courages the production of commodities 
in one place for consumption in an- 
other ; which is not only in itself one 
of the greatest sources of economy of 
labour, hut is a necessary condition of 
almost all improvements in production, 
and .one of the strongest stimulants to 
industry and promoters of civilization. 

A tax on advertisements is not free 
from the same objection, since in what- 
ever degree advertisements are useful 
to business, by facilitating the coming 
together of the dealer or producer an? 
the consumer, in that same degree, if 
the tax be high enough to be a serious 
discouragement to advertising, it pro- 
longs the period during which goods 
remain unsold, and capital locked up 
in idleness. 

A tax on newspapers is ohjection- 
ahle, not so much where it does fall as 
where it does not, that is, where it 
prevents newspapers from being used. 
To the generality of those who buy 
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them, newspapers are a luxury which 
they can as well affiord to pay for as 
any other indulgence, and which is as 
unexceptionable a source of revenue. 
But to that large part of the commu- , 
nity who have been taught, to read, hut 
have received little other intellectual 
; education, newspapers are the source 
of nearly all the general information 
which they possess, and of nearly all 
their acquaintance with the ideas and 
topics current among mankind; and 
an interest is more easily excited in 
newspapers, than in books or other 
more recondite sources of instruction. 
Newspapers contribute so little, in a 
direct way, to the origination of useful 
ideas, that many persons undervalue 
the importance of their office in dis- 
seminating them. They correct many 
prejudices and superstitions, and keep 
up a habit of discussion, and interest 
in public concerns, the absence of which 
is a great cause of the stagnation of 
mind usually found in the lower and 
middle, if not in all, ranks, of those 
countries where newspapers of an im* 
portant or interesting character do not 
exist. There ought to he no taxes 
which render this great diffuser of in- 
formation, of mental excitement, and 
mental exercise, less accessible to that 
portion of the public which most needs 
to he carried into a region of ideas 
and interests beyond its own limited 
horizon. 

§ 3. In the enumeration of had 
taxes, a conspicuous place must be 
assigned to law which extract 

a revenue for the state from the various 
operations involved in an application 
to the tribunals. Like all needless 
expenses attached to law proceedings, 
they are a tax on redress, and there- 
fore a premium on injury. Although 
such taxes have been abolished in this 
country as a general source of revenue, 
they still exist in the form of fees of 
coui’t, for defraying the expense of the 
courts of justice ; under the idea, ap- 
parently, that those may fairly he re- 
quired to hear the expenses of the 
administration of justice, who reap the 
benefit of it. The fallacy of this doc- 
trine was powerfully exposed by Ben- 
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tham. As lie remarked, tliose who are 
under the necessity of going to law, 
are those who benefit least, not most, 
by the law and its administration. To 
them the protection which the law 
aifords has not been complete, . since 
they have been obliged to resort to a 
court of justice to ascertain their rights, 
or maintain those rights against in- 
fringement: while the remainder of 
the public have enjoyed the immunity 
fi-om injury conferred by the law and 
the tribunals, without the inconveni- 
ence of an appeal to them. 

§ 4. Besides the general taxes of 
the State, there are in all or most 
countries local taxes, to defray any ex- 
penses of a 'public nature which it is 
thought best to place under the control 
or management of a local authority. 
Some of these expenses are incurred 
for purposes in which the particular 
locality is solely or chiefly interested ; 
as the paving, cleansing, and lighting 
of the streets ; or the making and re- 
pairing of roads and bridges, which 
may be important to people from any 
part of the country, but only in so far 
as they, or goods in which they have 
an interest, pass along the roads or 
over the bridges. In other case§ again, 
the expenses are of a kind as nation- 
ally important as any others, hut are 
defrayed locally because supposed more 
likely to be well administered by local 
bodies; as, in England, the relief of 
the poor and the support of gaols, and 
in some other countries, of schools. 
To decide for what public objects local 
superintendence is best suited, and 
what are those which should be kept 
immediately under the central govern- 
ment, or under a mixed system of local 
management and central superintend- 
ence, is a question not of political 
economy, but of administration. It is 
an important principle, however, that 
taxes imposed by a local authority, 
being less amenable to publicity and 
discussion than the acts of the govern- 
ment, should always be special — laid 
on for some definite service, and not | 
exceeding the expense actually incurred I 


in rendering the service. Thus limited, 
it is desirable, whenever practicable, 
that the burthen should fall on those 
to whom the service is rendered ; that 
the expense, for instance, of roads and 
bridges, should be defrayed by a toll 
on passengers and goods conveyed by 
them, thus dividing the cost between 
those who use them for pleasure or 
convenience, and the consumers of the 
goods which they enable to be brought 
to and from the market at a diminished 
expense. When, however, the tolls 
have repaid with interest the whole of 
the expenditure, the road or bridge 
should be thrown open free of toll, that 
it may be used also by those to whom, 
unless open gratuitously, it would be 
valueless ; provision being made for 
repairs either from the funds of 
the state, or by a rate levied on the 
localities which reap the principal 
benefit. 

In England, almost all local taxes 
are direct, (the coal duty of the City of 
London, and a few similar imposts, 
being the chief exceptions,) though the 
greatest part of the taxation for gene- 
ral purposes is indirect. On the con- 
trary, in France, Austria, and other 
countries where direct taxation is much 
mox'e largely employed by the state, 
the local expenses of towns are princi- 
pal!;^ defrayed by taxes levied on com- 
momties when entering them. These 
indirect' taxes are much more objec- 
tionable in towns than on the frontier, 
because the things which the country 
supplies to the towns are chiefly the 
necessaries of life and the materials of 
manufacture, while of what a country ^ 
imports from foreign countries, the • 
greater part usually consists of luxuries. 

An octroi cannot produce a large reve- 
Que,| without pressing severely upon 
the labouring classes of the towns ; 
unless their wages rise proportionally, 
in which case the tax falls in a great 
measure on the consumers of town 
produce, whether residing in town or 
country, since capital will not remain 
in the towns if its profits fall below 
their ordinary proportion as compared 
with the rural districts. 
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CHAPTER VI. 

COMPAEISON BETWEEN DIRECT AND INDIRECT TAXATION. 


§ 1. Are direct or indirect taxes 
tlie most eligible ? This question, at 
all times interesting, has of late excited 
a considerable amount of discussion. 
In England there is a popular feeling, 
of old standing, in favour of indirect, 
or it should rather be said in opposition 
to direct, taxation. The feeling is not 
grounded on the merits of the case, and 
is of a puerile kind. An Englishman 
dislikes, not so much the payment as 
the act. of paying. He dislikes seeing 
the face of the tax-collector, and being 
subjected to his peremptory demand. 
Perhaps, too, the money which he is 
required to pay directly out of his 
pocket is the only taxation which he is 
quite sure that he pays at all. That a 
tax of one shilling per pound on tea, or 
of two shillings per bottle on wine, 
raises the price of each pound of tea 
and bottle of wine which he consumes, 
by that and more than that amount, 
cannot indeed be denied ; it is the fact, 
and is intended to be so, and he him- 
self, at times, is perfectly aware of it ; 
but it makes hardly any impression on 
his practical feelings and associations, 
serving to illustrate the distinction be- 
tween what is merely known to be true 
and what is felt to be so. The un- 
popularity of direct taxation, contrasted 
with the easy manner in which the 
public consent to let themselves be 
fleeced in the prices of commodities, 
has generated in many friends of im- 
provement a directly opposite mode of' 
thinking to the foregoing. They con- 
tend that the- very reason which makes 
direct taxation disagreeable, makes it 
preferable. Under it, every one kno-ws 
how much he really pays ; and if he 
votes for a war, or any other expensive 
national luxury, he does so with his 
eyes open to w’liat it costs him- If all 
taxes were direct, taxation wmuld be 
much more perceived than at present ; 
and there would he a security which 


now there is not, for economy in the 
public expenditure. 

Although this argument is not with- 
out force, its weight is likely to be 
constantly diminishing. The real in- 
cidence of indirect taxation is every 
day more generally understood and 
more familiarly recognised : and what- 
ever else may be said of the changes 
which are taking place in the tenden- 
cies of the human mind, it can scarcely, 
I think, he denied, that things are more 
and more estimated according to their 
calculated value, and less according to 
their non-essential accompaniments. 
The mere distinction between paying 
money directly to the tax-collector, and 
contributing the same sum through 
the intervention of the tea-dealer or 
the wine-merchant, no longer makes 
the whole difference between dislike or 
opposition, and passive acquiescence, 
liut further, while any such infirmity 
of the popular mind subsists, tlio argu- 
ment grounded on if tells partly on 
the other side of the question. If 
our present revenue of about seventy 
millions were all raised by direct 
taxes, an extreme dissatisfaction would 
certainly arise at having to pay so 
much; hut while men’s minds are so 
little guided by reason, as such a 
change of feeling from so irrelevant a 
cause w^ould imply, so great an aver- 
sion to taxation might not be an un- 
qualified good. Of the seventy millions 
in question, nearly thirty are pledged, 
under the most binding obligations, to 
those whose property has lieen bor- 
rowed and spent by the state : and 
Avhile this debt remains unredeemed, a 
greatly increased impatience of taxa- 
tion would involve no little danger of 
a breach of faith, similar to that 
which, in the defaulting states of 
America, has been iiroduced, and in 
some of them still continues, from the 
same cause. That part, indeed, of the 
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public expenditure, wbicb is devoted 
to tbe maintenance of civil and mili- 
tary establishments, (that is, all ex- 
cept the interest of the national debt) 
afibrds, in many of its details, ample 
scope for retrenchment. But while 
much of the revenue is wasted under 
the mere pretence of public service, so - 
miich of the most important business 
of gorernment is left undone, that 
whatever can he rescued from useless 
expenditure is urgently required for 
useful. Whether the object be educa- 
tion; a more efficient and accessible 
administration of justice ; reforms of 
any hind which, like the Slave Eman- 
cipation, require compensation to indh 
vidual interests; or what is as im- 
portant as any of these, the entertain- 
ment of a sufficient staff of ahje and 
educated public servants, to conduct 
in a better than the present awkward 
manner the business of legislation and 
administration ; *every one of these 
things implies considerable expense, 
and many of them have again and 
again been prevented by the reluc- 
tance which existed to apply to I*ar- 
liament for an increased grant ’ of 
public rdoney, though (besides that 
the existing means would he more 
than sufficient if applied to the proper 
purposes) the cost would be repaid, 
often a hundred-fold, in mere pecuniary 
advantage to the community generally. 
If so great an addition were made to 
the public dislike of taxation as might 
be the consequence of confining it to 
the direct form, the classes who profit 
by the misapplication of pnblic money 
might probably succeed in saving that 
by which they profit, at the expense 
of that which would only he nseful to 
the public. ^ 

There is, however, a frequent plea 
in support of indirect taxation, wdiich 
must be altogether rejected, as grounded 
on a fallacy. We are often told that 
taxes on commodities are less burthen- 
some than other taxes, because the 
contributor can escape from them by 
ceasing to use the taxed commodity. 
Be certainly can, if that he his oliject, 
deprive the government of the money; 
but he does so by a sacrifice of his own 
indulgences, which (if he chose to 


undergo it) would equally make up to 
him for the same amount taken from 
him by direct taxation. Suppose a tax 
laid on wine, sufficient to add five pounds 
to the price of the quantity of wine which 
he consumes in a year. He has only 
(we are told) to diminish his consump- 
tion of wine by 51, and he escapes the 
burthen. True : hut if the 5Z., instead 
of being laid on wine, had been taken 
from him by an income-tax'' he could, 
by expending 6?. less in wine, equally 
save the amount of the tax, so that 
the difference between the two cases 
is really illusory. If the government 
takes from the contributor five pounds 
a year, whether in one way or another, 
exactl]^ that amount must he retrenched 
from ms consumption to leave him as 
well off as before ; and in either way 
the same amount of sacrifice, neither 
more nor less, is imposed on him. 

On the other hand, it is some ad- 
vantage on the side of indirect taxes, 
that what they exact from the con- 
tributor is taken at a time and in a 
manner likely to he convenient to him. 
It is paid at a time when he has at 
any rate a payment to make ; it causes, 
therefore, no additional trouble, nor 
(unless the tax be on necessaries) any 
inconvenience but what is inseparable 
from the payment of the amount. He 
can also, except in the case of very 
perishable articles, select his own time 
for laying in a stock of the commodity, 
and consequently for payment of the 
tax. The producer or dealer who ad- 
vances these taxes, is, indeed, some- 
times subjected to inconvenience ; hut, 
in the case of imported goods, this in- 
convenience is reduced to a minimuiK, 
by what is called the Warehousing 
System, under which, instead of ;paying 
the duty at the time of importation, he 
is only required to do so when he takes 
out the goods for consumption, which 
is seldom done until he has either 
actually found, or has the prospect of 
immediately finding, a purchaser. 

The strongest objection, however, to 
raising the whole or the greater part 
of a large revenue by direct taxes, is 
the impossibility of assessing them 
fairly without a conscientious co-ope- 
ration on the part of the contributors, 
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not to be hoped for in the present low 
state of public morality. In the case 
of an income-tax, we have already 
seen that unless it be found practicable 
to exempt savings altogether from the 
tax, the burthen cannot be apportioned 
with any tolerable approach to fairness 
upon those whose incomes are derived 
from business or professions ; and this 
is in fact admitted by naost of the 
advocates of direct taxation, who, I 
am afraid, generally get over the diffi- 
culty hy leaving those classes untaxed, 
and confining their projected income- 
tax to “realized property,” in which 
form it certainly has the merit of 
being a very easy form of plunder. 
But enough has been said in condem- 
nation of this expedient. We have 
■ seen, however, that a house-tax is a 
form of direct taxation not liable to 
tbe same objections as an income-tax, 
and indeed liable to as few objections 
of any kind as perhaps any of our indi- 
rect taxes. But it would be impossible 
to raise, by a house-tax alone, the 
greatest part of the revenue of Great 
Britain, without producing a very ob- 
jectionable over-crowding of the popu- 
lation, through the strong motive 
which all persons would have to avoid 
the tax hy restricting their house ac- 
commodation. Besides, even a house- 
tax has inequalities, and consequent 
injustices ; no tax is exempt from 
them, and it is neither just nor politic 
to make all the inequalities fall in the 
same places, by calling upon one tax 
to defray the whole or the chief part 
of the public expenditure- So much 
of the local taxation, in this country, 
being already in the form of a liouse- 
tax, it is probable that ten millions a 
year would he fully as much as could^ 
beneficially he levied, through this 
medium, for general pm-poses. 

A certain amount of reVen'qe may, 
as we have seen, be obtained without 
injustice hy a peculiar tax on rent. 
Besides the present landrtax, and an 
equivalent for the revenue now derived 
from stamp duties on the conveyance 
of land, some further taxation might, 

1 have contended, at some fumre 
period be imposed, to enable the state 
to participate in the progressive in- 


crease of the incomes of landlords from 
natural causes. Legacies and inheri- 
tances, we have also seen, ought to be 
subjected to taxation sufficient to yield 
a considerable revenue. With these 
taxes, and a house-tax of suitable 
amount, we should, I think, have 
reached the prudent limits of direct 
taxation, save in a national emergency 
so urgent as to justify the government 
in disregarding the amount of in- 
equality and unfairness which may 
ultimately be found inseparable frond 
an income-tax. The remainder of the 
revenue would have to be provided by 
taxes on consumption, and the ques^ 
tion is, which of these are the least 
objectionable. 

§ 2. There are some forms of indi- 
rect taxation which must he peremp- 
torily excluded. Taxes on commodi- 
ties, for revenue purposes, must not 
operate as protecting duties, hut must 
be levied impartially on every mode in 
which the articles can he obtained,, 
whether produced in the country itself,, 
or imported. An exclusion must also 
be put upon all ^ taxes on the neces- 
saries oi life, or on the materials or 
instruments employed in producing 
those necessaries. Such taxes are 
always liable to encroach on what 
should be left untaxed, the incomes, 
barely sufficient for healthful exist- 
ence ; and on the most favourable 
supposition, namely, that wages rise 
to compensate the labourers for the 
tax, it operates as a peculiar tax on 
profits, which is at once unjust, and 
detrimental to national wealth,* What 
remain are taxes on luxuries. And 
these have some properties which 

* Some argue that the materials and in- 
struments of all production should be exempt 
from taxation; but these, when they do not 
enter into the production of necessaries, seem 
as proper subjects of taxation as the finished 
article. It is chiefly with reference to 
foreign trade, that such taxes have been 
considered injurious. Internationally speak- . 
ing, they may be looked upon as export 
duties, and, unless in eases in which an ex- 
port duty is advisable, they should be accom- 
panied with an equivalent drawback on ex- 
portation. But there is no suflieient reason 
against taxing the materials and instruments 
used in the production of anything which is 
itself a fit object of taxation. 
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strongly recommend them. In the 
first place, they can never, by any 
possibility, touch those whose whole 
income is expended on necessaries; 
while they do reach those by whom 
what is required for necessaries, is ex- 
pended on indulgences. In the next 
place, they operate in some cases as 
an useful, and the only useful, kind of 
sumptuary law. I disclaim all asceti- 
cism, and by no means wish to see dis- 
couraged, either by law or opinion, any 
indulgence (consistent with the means 
and obligations of the person using it) 
which is soug'ht from a genuine incli- 
nation for, and enjoyment of, the thing 
itself; but a great portion of the ex- 
pense of the higher and middle classes 
in most countries, and the greatest in 
this, is not incurred for the sake of 
the pleasux'e afforded by the things on 
which the money is spent, hut fmm 
regard to opinion, and an idea that 
certain expenses are expected from 
them, as an appendage of station ; 
and I cannot but think that expendi- 
ture of this sort is a most desirable 
subject of taxation. If taxation dis- 
courages it, some good is done, and if 
not, no harm;, for in so far as taxes 
are levied on things which are desired 
and possessed from motives of this 
description, nobody is the worse for 
them. When a thing is bought not 
for its use but for its costliness, cheap- 
ness is no recommendation. As Sis- 
mondi remarks, the consequence of 
cheapening articles of vanity, is not 
that less is expended on such things, 
but that the buyers substitute for the 
cheapened article some other which 
is more costly, or a more elahoi'ate 
quality of the same thing ; and as the 
inferior quality answered the purpose 
of vanity equally well when it was 
equally expensive, a tax on the article 
is really paid by nobody : it is a ci’ea- 
tion of public revenue by which nobody 
loses.'^* 

* ‘‘Were we to suppose that diamonds 
could only be procured from one particular 
and distant country, and pearls from another, 
and were the produce of the mines in the 
former, and of the fishery in the latter, from 
the operation of natural causes, to become 
doubly difficult to procure, the effect would 
merely be that in time half the q.uantity of 


§ 3. In order to reduce as much as 
possible the inconveniences, and in- 
crease the advantages, incident to 
taxes on commodities, the following 
are the practical rules which suggest 
themselves. 1st. To raise as large a 
revenue as conveniently may he, from 
those classes of luxuries which have 
most connexion writh vanity, and least 
with positive enjoyment ; such as the 
more costly qualities of all kinds of 
personal equipment and ornament. 
2ridly. Whenever possible, to demand 
tbe tax, not from the producer, but 
directly from the consumer, since wdien 
levied on the producer it raises the 
price always by more, and often by 
much more, than the mere amount of 
the tax. Most of the minor assessed 

diamonds and pearls would be sufficient to 
jnai‘k a certain opulence and rank, that it 
had before been necessary to employ for that 
purpose. The same quantity of gold, or 
some commodity reducible at last to labour, 
would be required to produce the now re- 
duced amount, as the former larger amount. 
Were the difficulty interposed by the regula- 
tions of legislators . . . . . it could 
make no difference to the fitness of these 
articles to serve the purposes of vanity.’* 
Suppose that means were discoveredwhereby 
the physiological process which generates the 
earl might be induced ad libitum, the result 
eing that the amount of labour expended In 
procuring each pearl, came to be only the 
five hundredth part of what it was before. 
“ The ultimate effect of such a change would 
depend on whether the fishery was free or 
not. Were it free to all, as pearls could be 
got simply for the labour of fishing for them, 
a string of them might be had for a few 
pence. The very poorest class of society 
could therefore ^brd to decorate their per- 
sons with them. They would thus soon be- 
come extremely vulgar and imfashionable, 
and so at last v^ueless. If however we sup- 
pose that instead of the fishery being free, 
the legislator owns and has complete com- 
mand of the place, where alone pearls are to 
be procured j as the progi'ess of discovery 
Cidvanced, he might impose a duty on them 
equal to the diminution of labour necessary 
to procure them. They would then be as 
much esteemed as they were before. What 
simple beauty they have would remain un- 
changed. The difficulty to be surmounted 
in order to obtain them would be different, 
but equally great, and they w'ould therefore 
equally serve to mark the opulence of those 
wJao possessed them,” The net I'evenue ob- 
tained by such a tax “ would not cost the 
society anything. If not abused in its ap- 
plication, ’it would be a clear addition of so 
much to the resources of the community.”— 
Eae, Next) J^rimiples of jPolitical Mcommy, 
pp. 369-71. 
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taxes m this country are recommended 
by both these considerations. But 
■with regard to horses and carriages, as 
there are many persons to whom, from 
health or constitution, these are not so 
much luxuries as necessaries, the tax 
paid hy those who have hut one riding 
horse, or but one carriage, especially 
of the cheaper descriptions, should be 
low; while taxation should rise very 
rapidly with the number of horses 
and carriages, and "with their cost- 
liness. 3rdly. But as the only in- 
direct taxes which yield a large re- 
venue are those which fall on articles 
of universal or very general consump- 
tion, and as it is therefore necessary 
to have some taxes on real luxuries, 
■that is, on things which afford pleasure 
in themselves, and are valued on that 
account rather than for their cost; 
these taxes should, if possible, be so 
adjusted as to fall with the same pro- 
portional weight on small, on moderate, 
and on large incomes. This is not an 
easy matter; since the things •udiich 
are the subjects of the more produc- 
tive taxes, are in proportion more 
largely consumed by the poorer mem- 
bers of the community than by the 
rich. Tea, coffee, sugar, tobacco, fer- 
mented drinks, can hardly he so taxed, 
that the poor shall not hear move than 
their due share of the burthen. Some- 
thing might he done by making the 
duty on the superior qualities, ■which 
are used by the richer consumers, 
much higher in proportion to the value, 
(instead of much lower, as is almost 
universally the practice under the pre- 
sent English system); hut in some 
cases the difficulty of at all adjusting 
the duty to the value, so as to prevent 
evasion, is said, "with what truth I 
, know not, to he insuperable ; so that - 
it is thought necessary to levy the 
same fixed duty on all the qualities 
alike : a flagrant injustice to the 
/ poorer class of contributors, unless 
compensated hy the existence of other 
taxes from which, as from the present 
income-tax, they are altogether exempt. 
4thly. As far as is consistent with the 
receding rules, taxation should rather 
e concentrated on a few articles than 
diffused over many, in order that the 


expenses of collection may be smaller, 
and that as few employments as pos- 
sible may he burthensomely and vexa- 
tiously interfered with. 5thly. Among 
luxuries of general con.snmption, tax- 
ation should by preference attach 
itself to stimulants, because these, 
though in themselves as legitimate 
indulgences as any others, are more 
liable than most others to be used in 
excess, so that the check to consump- 
tion, naturally arising from taxation, 
is on the whole better applied to them 
than to other things. 6thly. As far as 
other considerations permit, taxation 
should be confined to imported articles, 
since these can be taxed with a less 
degree of vexatious interference, and 
with fewer incidental bad effects, than 
when a tax is levied on the field or on 
the workshop. Custom duties are, 
cceteo'is jparibus, much less objection- 
able than excise : but they must he 
laid only on thing, s which either can- 
not, or at least will not, .le produced 
in the country itself; or else their 
production there must bb prohibited 
(as in England is the case with to- 
bacco,) or subjected to an excise duty 
of equivalent amount. 7thly. B'o tax 
ought to he kept so high as to furnish 
a motive to its evasion, too strong to 
he counteracted by ordinary means of 
prevention: and especially no com- 
modity should he taxed so highly as 
to raise up a class oflawless characters, 
smugglers, illicit distillers, and the like. 

Of the excise and custom duties 
lately existing in this country, all 
which are intrinsically unfit to form 
art of a good system of taxation, 
ave, since the last reforms by Mr. 
Gladstone, been got rid of. Among 
these are all duties on ordinary articles 
of food,* whether for human beings or 
for cattle ; those on timber, as falling 
on the materials of lodging, which is 
one of the necessaries of life ; all 
duties on the metals, and on. imple- 
ments made of them ; taxes on soap, 
which is a necessary of cleanliness, 
and on tallow, the material both of 
that and of some other necessaries ; 

* Except the shilling per quarter duty on 
corn, ostensibly for regiatration, and scarcely 
felt as a burthen. 
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the tax on paper, an indispensable be taxed, I must leave to be vlecided 
instrument of almost all business and by those who have the requisite prac- 
of most kinds of instruction. The tical kncnvledge. The difficulty would 
duties which now yield nearly the be, to eSect it without an inadmissible 
•whole of the customs and excise re- degree of interference with production, 
venue, those on sugar, coffee, tea, In countries which, like the United 
wine, beer, spirits, and tobacco, are in States, import the principal part of 
themselves, where a large amount of the finer manufactures which they 
revenue is necessary, extremely pro- consume, there is little difficulty in - 
per taxes; hut at present grossly un- the matter: and even where nothing 
just, from the disproportionate weight is imported hnt the raw material, 
with which they press on the poorer that may he taxed, especially the 
classes ; and some of them (those on qualities of it which are exclusively 
spirits and tobacco) are so high as to employed for the fabrics used by the 
cause a considerable amount of smug- richer class of consumers. Thus, in 
gling. It is probable that most of England a high custom duty on raw 
these taxes might hear a great reduc- silk would be consistent with prin- 
tion without any material loss of ciple ; and it might perhaps be prac- 
re venue. In -what manner the finer ticable to tax the finer qualities of 
articles of manufacture, consumed by cotton or linen yarn, whether spun in 
the rich, might most advantageously the country itself or imported. 


CHAPTER YU. 


OF A NATIONAL DEBT. 

§ 1. The question must now he either very gradually and at a distant 
considered, how far it is right or ex- period, or not at all. 
pedient to raise money for the purposes This question has already been 

of government, not by laying on taxes touched upon in the First Book.-^ We 
to the amount required, but by taking remarked, that if the capital taken in 
a portion of the capital of the country loans is abstracted from funds either 
in the form of a loan, and charging the engaged in production, or destined to 
public revenue with only the interest, be employed in it, their diversion from 
Nothing needs he said about providing that purpose is equivalent to taking 
for temporary wants by taking up the amount from the wages of the 
money ; for instance, by an issue of labouring classes. Boixowing, in this 
exchequer hills, destined to he paid off, case, is not a substitute for raising the 
at furthest in a year or two, from the su];)plies within the year. A govern- 
proceeds of the existing taxes. This ^^^ment -which borrows does actually take 
is a convenient expedient, and when ^'the amount -within the year, and that 
the government does not possess a too by a tax exclusively on the labour- 
treasure or hoard, is often a necessary ing classes : than which it could have 
one, on the occurrence of extraordinary done nothing worse, if it had supplied 
expenses, or of a temporary failure in its wants by avowed taxation ; and in 
the ordinary sources of revenue. What that case the transactioUj and its eAdls, 
we have to discuss is the propriety of would have ended with the emergency ; 
contracting a national debt of a per- while by the circuitous mode adopted, 
manent character ; defraying the ex- the value exacted ffom the labourers is 
penses of a war, or of any season of gained, not by the state, hut by the 
difficulty, by loans; 'to be redeemed » Supra, p. 4.9, 
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employers oflabonr, tbe state remain- 
ing charged with the debt besides, and 
with its interest in perpetuity. The 
system of public loans, in such circum- 
stances, may be pronounced the very 
worst which, in the present state of 
civilization, is still included in the 
catalogue of financial expedients. 

We however remarked that there 
are other circumstances in which loans 
are not chargeable with these per- 
nicious conseq[uenoes : namely, first, 
when what is borrowed is foreign capi- 
tal, the overflowings of the general ac- 
cumulation of the world; or, secondly, 
when it is capital which either would 
not have been saved at all unless this 
mode of investment had been open to 
it, or after being saved, would have 
been wasted in unproductive enter- 
prises, or sent to seek employment -in 
foreign countries. When the progress 
of accumulation has reduced profits 
either to the ultimate or to the practi- 
cal minimum,— -to the rate, less than 
which would either put a stop to the 
increase of capital, or send the whole 
of the new accumulations abroad ; 
government may annually intercept 
these new , accumulations, without 
trenching on the employment or wages 
of the labouring classes in the country 
itself, or perhaps in any other country. 
To this extent, therefore, the loan 
system may be carried, without being 
liable to the utter and peremptory con- 
demnation which is due to it when it 
overpasses this limit. What is wanted 
is an index to determine whether, in 
any given series of years, as during 
the last great war for example, the 
limit has been exceeded or not. 

Such an index exists, at on ce a cer- 
tain and an obvious one. Did the 
government, by its loan operations, 
augment the rate of interest? If it 
only opened a channel for capital 
which would not otherwise have been 
accumulated, or which, if accumulated, 
would not have been employed within 
the country ; this implies that the 
capital, which the government took 
and expended, could not have found 
employment at the existing rate of in- 
terest. So long as the loans do no 
more than absorb this surplus, they 


prevent any tendency to a fall of the 
rate of interest, hut they cannot occa- 
sion any rise. When they do raise the 
rate of interest, as they did in a most 
extraordinary de^ee during the French 
war, this is positive proof that the go- 
vernment is a competitor for capital 
with the ordinary channels of produc- 
tive investment, and is canying off, 
not merely funds which would not, hut 
funds which would, have found produc- 
tive employment within the country. 
To the full extent, therefore, to which 
the loans of government, during the 
war, caused the rate of interest to ex- 
ceed what it was before, and what it 
has been since, those loans are charge- 
able with all the evils which have been 
described. If it be objected that in- 
terest only rose because profits rose, I 
reply that this does not weaken, but 
strengthens, the argument. If the 
government loans produced the rise of 
profits by the great amount of capital 
which they absorbed, by what means 
can they have had this effect, unless 
by lowering the wages of labour ? It 
will perhaps be said, that what kept 
profits high during the war was not the 
drafts made on the national capital by 
the loans, but the rapid pr(^ess of in- 
dustrial improvements. This, in a 
great measure, was the fact ; and it no 
doubt alleviated the hardship to the 
labouring classes, and made the finan- 
cial system which -was pursued less 
actively mischievous, but not less con- 
ti'ary to principle. These very im- 
provements in industry, made room for 
a larger amount of capital; and the' 
government, by draining away a great 
part of tile annual accumulations, did 
not indeed prevent that capital from 
existing ultimately, (for it started into 
> existence with great rapidity after the 
peace,) but prevented it from existing 
at the time, and subtracted just so 
much, while the war lasted, from dis- 
tribution among productive labourers. 
If the government bad abstained from 
taking this capital by loan, and had 
allowed it to reach the labourers, but 
bad raised the supplies which it re- 
quired by a direct tax on. the labouring 
classes, it would have produced (in 
I every respect but the expense and in* 
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convenience of collecting the tax) the 
very same economical effects which it 
did produce, except that we should not 
now have had the debt. The course it 
actually took was therefoi-e worse than 
the very worst mode which it could 
possibly have adopted of raising the 
supplies within the year : and the only 
excuse, or justification, which it admits 
of, (so far as that excuse could be truly 
pleaded) was hard necessity: the im- 
possibility of raising so enormous an 
annual sum by taxation, without re- 
sorting to taxes which from their odi- 
ousness, or from the facility of evasion, 
it would have been found impracticable 
tp enforce. 

AVhen government loans are limited 
to the overflowings of the national 
capital, or to those accumulations 
which would not take place at all un- 
less suffered to overflow, they are at 
least not liable to this grave condem- 
nation : they occasion no privation to 
any bne at the time, except by the 
payment of the interest, and may even 
he beneficial to the labouring class 
during the term of their expenditure, 
by employing in the direct purchase of 
labour, as that of soldiers, sailors, &c., 
funds which might otherwise have 
quitted the country altogether. In 
this case therefore the question really 
is, what it is commonly supposed to he 
in all cases, namely, a choice between 
a great sacrifice at once, and a small 
one indefinitely prolonged. On this 
matter it seems rational to think, that 
the prudence of a nation will dictate 
the same conduct as the pmdence of 
an individual ; to submit to as much of 
the privation immediately, as can 
easily he borne, and only when any 
further burthen would distress or cripple 
them too much, to provide for the re-^ 
mainder by mortgaging their future 
income. It is an excellent maxim to 
make present resources suffice for pre- 
sent wants; the future will have its 
own wants to provide for. On the 
other hand, it may reasonably be taken 
into consideration that in a country 
in<ireasing in wealth, the necessary ex- 
penses of government do not increase 
in the same ratio as capital or popula- 
tion ; any burthen, therefore, is always 


less and less felt : and since those ex- 
traordinary expenses of government 
which are fit to he incurred at all, are 
mostly beneficial beyond the existing 
generation, there is no injustice in 
making posterity pay a part of the 
price, if the inconvenience would he 
extreme of defraying the whole of it by 
the exertions and sacrifices of the 
■generation which first incurred it. 

§ 2. When a country, wisely or 
unwisely, has burthened itself with a 
debt, is it expedient to take steps for 
redeeming that d’eht ? In principle it 
is impossible not to maintain the af- 
firmative. It is true that the payment 
of the interest, when the creditors are 
members of the same community, is 
no national loss, hut a mere transfer. 
The transfer, however, being compiil-' 
sory, is a serious evil, and the raising 
a great extra revenue by any system 
of taxation necessitates so much ex- 
pense, vexation, disturbance of the 
channels of industry, and other mis- 
chiefs over and above the mere pay- 
ment of the money wmnted by the 
government, that to get rid of the 
necessity of such taxation is at all 
times worth a considerable effort. The 
same amount of sacrifice which would 
have been worth incurring to avoid 
contracting the debt, it is w’^orth while 
to incur, at any subsequent time, for 
the purpose of extinguishing it. 

Two modes have been contemplated 
of paying off a national debt : either 
at once by a general contribution, or 
gradually by a surplus revenue. The 
first would be incomparably the best, 
if it were practicable ; and it w6uld 
he practicable if it could justly be 
done by assessment on property alone. 

' If property bore the whole interest of 
the debt, property might, with great 
advantage to itself, pay it off; since 
this would he merely surrendering to 
a creditor the piincipal sum, the whole 
annual proceeds of which were already 
his by law ; and would he equivalent 
to what a landowner does when he 
sells part of his estate, to free the re- 
mainder from a mortgage. But pro- 
perty, it needs hardly he said, does 
not pay, and cannot justly be required 
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to pay, tlie wliole interest Qf tlie debt. 
Some indeed affirm tliat it can, on the 
plea that the existing generation is 
only bound to pay the debts of its pre- 
decessors from the assets it has re- 
ceived from them, and not from the 
produce of its own industry. But has 
no one received anything from pre- 
vious generations except those who 
have succeeded to property? Is the- 
whole difference between the earth as 
it is, with its clearings and improve-- 
ments, its roads and canals, its towns 
and manufactories, and the earth as it 
was when the first human being set 
foot on it, of no benefit to any but 
those who are called the owners of the 
soil ? Is the capital accumulated by 
the labour and abstinence of all former 
generations of no advantage to any 
but those who have succeeded to the 
legal ownership of part of it? ,And 
have we not inherited a mass of ac- 
quired knowledge, both scientific and 
empirical, due to the sagacity and 
industry of those who preceded us, 
the benefits of w'hich are the common 
wealth of all ? Those who are born to 
the ownership of property have, in 
addition to these common benefits, a 
separate inheritance, and to this differ- 
ence it is right that advertence should 
be had in regulating taxation. It be- 
longs to the general financial system 
of the country to take due account of 
this principle, and I have indicated, as 
in my opinion a proper mode of taking 
account of it, a considerable tax on 
legacies and inheiitances. Let it be 
determined directly and openly what, 
is due from property to the state, and 
from the state to property, and let the 
institutions of the state be regulated 
accordingly. "Whatever is the fitting 
contribution from property to the ge-- 
neral expenses of the state, in the 
same, and in no greater proportion 
should it contribute towards either 
the interest or the repayment of the 
national debt. 

This, however, if admitted, is fatal 
to any scheme for the extinction of the 
debt by a general assessment on the 
community. Persons of property could 
pay their share of the amount by a 
Bacrifice of property, and have the 
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same net income as before ; but if 
those who have no accumulations, but 
only incomes, were required to make 
up by a single payment the equivalent 
of the annual charge laid on them by 
the taxes maintained to pay the inte- 
rest of the debt, they could only do so 
by incurring a private debt equal to 
their share of the public debt ; while, 
from the insufficiency, in most cases, 
of the security which they could give, 
the interest would amount to a much 
larger annual sum than their share of 
that now paid by the state. Besides, 
a collective debt defrayed by taxes, 
has over the same debt parcelled out 
among individuals, the immense ad- 
vantage, that it is virtually a mutual 
insurance among the contributors. If 
the fortune of a contributor diminishes, 
his taxes diminish; if he is ruined, 
they cease altogether, and his portion 
of* the debt is wholly transferred to the 
solvent members of the community. 
If it were laid on him as a private 
obligation, he would still he liable to 
it even when penniless. 

A¥hen the state possesses property, 
in land or otherwise, which there are 
not strong reasons of public utility for 
its retaining at its disposal, this should 
be employed, as far as it will go, in 
extinguishing debt. Any casual gain, 
or godsend, is naturally devoted to the 
same purpose. Beyond this, the only 
mode which is both just and feasible, 
of extinguishing or reducing a na- 
tional debt, is by means of a surplus 
revenue. 

§ 3. The desirableness, per se, of 
maintaining a surplus for this purpose 
does not, I think, admit of a doubt. 
We sometimes, indeed, • hear it said 
that the amount should rather be left 
to “ fructify in the pockets of the 
people.” This is a good argument, as 
iar as it goes, against levying taxes 
unnecessarily for purposes of unpro- 
ductive expenditure, hut not against 
paying off a national debt. For, what 
is meant by the word fructify? If it 
means anything, it means productive 
employment ; and as an argument 
against taxation, we must understand 
it to assert, that if the amount wer(r 
M M 
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left -witli tlie people they would save 
it, and convert it into capital. It is 
probable, indeed, that they would save 
a part, hut extremely improbable that 
they would save the whole : while if 
taken by taxation, and employed in 
paying off debt, the whole is saved, 
and made productive. To the fund- 
holder who receives the payment it is 
already capital, not revenue, and he 
will make it “ fructify,’^ that it may 
continue to afford him an income. 
The objection, therefore, is not only 
groundless, but the real argument is 
on the other side : the amount is niuch 
more certain of fructifying if it is not 
“left in the pockets of the people.’^ 

It is not, nowever, advisable in ail 
cases to maintain a surplus revenue 
for the extinction of debt. The ad- 
vantage of paying off the national 
debt of Great Britain for instance, is 
that it would enable us to ^et rid of 
the worse half of our taxation. But 
of this worse half some portions must 
he worse than others, and to get rid of 
those would he a greater benefit pro- 
portionally than to get rid of the rest. 
If renouncing a surplus revenue would 
enable us to dispense with a tax, we 
ought to consider the very worst of all 
our taxes as precisely the one which 
we are keeping up for the sake of ulti- 
mately abolishing taxes not , so had as 
itself. In a country advancing in 
wealth, whose increasing revenue gives 
it the power of ridding itself from time 
to time of the most inconvenient por- 
tions of its taxation, I conceive that 
the increase of revenue should rather 
he disposed of by taking off taxes, than 
by liquidating debt, as long as any 
very objectionable imposts remain. In 
the present state of England, there- 
fore, I hold it to he good policy in the i 
government, when it has a surplus of 
an apparently permanent character, 
to take off faxes, provided these are 
rightly selected. Even when no taxes 
remain hut such as are not unfit to 
form part of a permanent system, it is 
wise to continue the same policy by 
experimental reductions of those taxes, 
until the point is discovered at whidh 
a given amount of revenue can he 
raised with the smallest pi'essure on 


the contributors. After tins, such sur- 
plus revenue as might arise from any 
further increase of the produce of the 
taxes, should not, I conceive, be re- 
mitted, hut applied to the redemption, 
of debt. Eventually, it might he ex- 
edient to appropriate* the entire pro- 
uce of particular taxfes to this pur-, 
pose : since there would he more assu- 
rance that the liquidation would he 
persisted in, if the fund destined to it 
were kept apart, and not blended with 
the general revenues of the state. The 
succession duties would he peculiarly 
suited to such a purpose, since taxes 
paid as they are, out of capital, would 
be better employed in reimbursing 
capital than in defraying current ex- 
penditure. If this separate appropria- 
tion were made, any sui*plus afterwards 
arising from the increasing produce of 
the other taxes, and from the saving 
of interest on the successive portions 
of debt paid off, might form a ground 
for a remission of taxation. 

It has been contended that some* 
amoimt of national debt is desirable, 
and almost indispensable, as an in- 
vestment for the savings of the poorer 
or more inexperienced part of the 
community. Its convenience in that 
respect is undeniable ; but (besides 
that the progress of industry is gradu- 
ally affording other modes of invest- 
ment almost as safe and untrouhle- 
some, such as the shares or obligations 
of great public companies) the only 
real superiority of an investment in 
the funds consists in the national 
guarantee, and this could be afforded 
by other means than that of a public 
debt, involving compulsory taxation. 
One mode which would answer the 
purpose, would he a national bank of 
^ deposit and .discount, with ramifica- 
tions throughout the country ; which 
might receive any money confided to 
it, and either fund it at a fixed rate of 
interest, or allow interest on a floating 
balance, like the joint stock banks ; 
the interest given being of course 
lower than the rate ^ at which indi- 
viduals can borrow, in proportion to 
the greater security of a government 
investment; and the expenses of the- 
establishment being defrayed by th& 


ORDINABY FTOGTIOISFS OF GOVBRNMENT. 


difference "between the interest which 
the bank would pay, and that which it 
would obtain, by lending its deposits 
on mercantile, landed, or other se- 
curity. There are no insuijerable ob- 
jections in principle, nor, I should 
think, in practice, to an institution of 
this sort, as a means of supplying the 
same convenient mode of investment 
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now afforded by the public funds. It 
would constitute the state a CTeat in- 
surance company,, to insure that part 
of the community who live on the 
interest of their property, against the 
risk of losing it by the bankruptcy of 
those to whom they might otherwise 
he under the necesshy of confiding 
it. 


CHAPTER Yin. 


OF THE OEDINAEY FUNCTIONS OP GOVEENMBNT, CONSIDEEEI) AS TO 
THEIE ECONOMICAL EFFECTS. 


§ 1. Befoee we discuss the line of 
demarcation between the things with* 
which government should, and those 
with which they should not, directly 
interfere, it is necessary to consider the 
economical effects, whether of a had or 
of a good complexion, arising from the 
manner in which the;^ acquit them- 
selves of the duties which devolve on 
them in all societies, and which no one 
denies to he incumbent on them. 

The first of these is the protection 
of person and property. , There is no 
need to expatiate on the influence ex- 
ercised over the economical interests 
of society by the degree of complete- 
ness with which this duty of govern- 
ment is performed. Insecurity of person 
and property, is as much as to say, un- 
certainty of the connexion between all 
human exertion or sacrifice, and the 
attainment of the ends for the sake of , 
which they are undergone. It means, 
uncertainty whether they who sow 
shall reap, whether they who produce 
shall consume, and they who spare to- 
day shall enjoy to-monnw. It means, 
not only that labour and frugality are 
not the road to acquisition, but that 
violence is. "When person and pro- 
perty are to a certain degree insecure, 
all the possessions of the weak are at 
the mercy of the strong, No one can 
keep what he has produced, unless he 
is more capable of defending it, than 
others ■who give no part of their time 


and exertions to useful industry are of 
taking it from him. The productive 
classes, fherefore, when the insecurity 
surpasses a certain point, being un- 
equal to their own protection against 
the predatory population, are obliged 
to place themselves individually in a 
state of dependence on some member 
of the predatory class, that it may be 
his interest to shield them from all de- 
predation except his own. In this 
maimer, in the Middle Ages, allodial 
property generally "became feudal, and 
numbers of the poorer freemen volun- 
tarily made themselves and their pos- 
terity serfs of some military lord. 

Nevertheless, in attaching to this 
great requisite, security of person and 
property, the importance which is 
justly due to it, we must not forget 
that even for economical purposes there 
are other things quite as indispensable, 
the presence of which will often make 
up lor a very considerable degree of 
mperfection in the protective arrange- 
ments of government. As was ob- 
served in a previous chapter,* the free 
cities of Italy, Flanders, and the 
Hanseatic league, were habitually in 
a state of such internal turbulence, 
varied by such destructive external 
wars, that person and property enjoyed 
very imperieot protection; yet during 
several centuries they increased rapidly 
in wealth and prosperity, brought many 


BOOK V. CHAPTER Till § 2. 


532 

of tlie industrial arts^ to a high degi-ee 
of advancement, carried on distant and 
dangerous voj<ages of exploration and 
commerce %vith extraordinary success, 
became an overmatch in power for the 
greatest feudal lords, and could defend 
themselves even against the sovereigns 
of Europe ; because in the midst of 
turmoil and violence, the citizens of 
those towns enjoyed a certain rude 
freedom, under conditions of union and 
co-operation, which, taken together, 
made them a brave, energetic, and 
high-spirited people, and fostered a 
great amount of public spirit and 
patriotism. The prosperity of these 
and other free states in a lawless age, 
shows that a certain degree of in- 
security, in some combinations of cir- 
cumstances, has good as well as had 
effects, by making energy and prac- 
tical ability the conditions of safety. 
Insecurity paralyzes, only when it is 
such in nature and in degree, that no 
energy, of which mankind in general 
are capable, affords any tolerable means 
of self-protection. And this is a main 
reason why oppression by the govern- 
ment, whose power is generally irre- 
sistible by any efforts .that can he 
made hy individuals, has so much 
more baneful an effect on the springs 
of national prosperity, than almost 
any degTee of lawlessness and turbu- 
lence under free institutions. Nations 
have acq_nired some wealth, and made 
some progress in improvement, in 
states of social union so imperfect as 
to border on anarchy: hut no coun- 
tries in which the people were exposed 
without limit to arbitrary exactions 
from the officers of government, ever 
yet continued to have industry or 
wealth. A few generations of such 
government never fail to extinguish 
both. Some of the fairest, and once 
the most prosperous, regions of the 
earth, have, under the Roman .and 
afterwards under the Turkish domi- 
nion, been reduced to a desert, solely 
by that cause. I say solely, because 
they would have recovered with the 
utmost rapidity, as countries always 
do, from the devastations of war, or 
any other temporary calamities. Dif- | 
ficulties and hardships are often hut | 


an incentive to exertion : what is fatal 
to it, is the belief that it will not be 
suffered to produce its fruits. 

§ 2. Simple over-taxation by go- 
vernment, tliough a gi'eat evil, is not 
comparable in the economical part of 
its mischiefs to exactions much more 
moderate in amount, which either 
subject the contributor to tbe arbi- 
trary mandate of government officers, 
or are so laid on as to place skill, in- 
dustry, and frugality at a disadvantage. 
The burthen of taxation in our own 
country is very great, yet as every one 
knows its limit, and is seldom made to 
pay more than he expects and cal- 
culates on, and as the modes of taxa- 
tion are not of such a kind as much to 
impair the motives to industry and 
.economy, the sources of prosperity are 
little diminished by tbe pressure of 
taxation j ^ they may even, as some 
think, be increased, by the extra exer- 
tions made to compensate for the pres- 
sure of the taxes. But in the bai^ 
barons despotisms of many countries 
of the East, where taxation consists in 
fastening upon those who have suc- 
ceeded in acquiring something, in 
order to confiscate it, unless the pos- 
sessor buys its release by submitting 
to give sonae large sum as a com- 
promise, we cannot expect to find 
voluntary industry, or wealth derived 
from any source hut plunder. And 
even in comparatively civilized coun- 
tries, had modes of raising a revenue 
have had effects similar in kind, though 
in an inferior degree. Erench writers 
before the Eevolution represented the 
tazUe as a main cause of the back 
ward state of agiiculture, and of the 
wretched condition of the rural popu- 
lation; not from its amount, hut be- 
cause, being proportioned to the visible 
capital of the cultivator, it gave him a 
motive for appearing poor, which suf- 
ficed to turn the scale in favour of in- 
dolence. The arhitraiy powers also of 
fiscal officers, of intendants and suh- 
deUgues, were more destructi ve of pros- 
perity than a far larger amount of 
exactions, because they destroyed se- 
curity : there was a marked superiority 
in the condition of the districts pos- 
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sessing Provincial States, ■wLic.li were 
exempt from this scourge. The uni- 
versal venality ascribed to Eussian 
functionaries, must be an immense 
drag on the capabilities of economical 
improvement possessed so abundantly 
by the Eussian empire ; since the emo- 
luments of public officers must depend 
on the success with which they can 
multiply vexations, for the purpose of 
being bought off by bribes. 

Yet mere excess of taxation, even 
when not aggravated by uncertainty, 
is, independently of its injustice, a 
serious economical evil. It may be 
carried so far as to discourage industry 
by insufficiency of reward. V ery long 
before it reaches this point, it prevents 
or greatly checks accumulation, or 
causes the capital accumulated to be 
sent for investment to foreign coun- 
tries. Taxes which fall on profits, 
even though that kind of income may 
not pay more than its just share, ne- 
cessarily diminish the motive to any 
saving, except for investment in foreign 
countries where profits are higher. 
Holland, for example, seems to have 
long ago reached the practical mini- 
mum of profits: already in the last 
century her wealthy capitalists had a 
great part of their fortunes invested in 
the loans and joint-stock speculations 
of other countries : and this low rate 
of profit is ascribed to the heavy taxa- 
tion, which had been in some measure 
forced on her by the circumstances of 
her position and history. The taxes 
indeed, besides their great amount, 
were many of them on necessaries, a 
kind of tax peculiarly injurious to in- 
dustry and accumulation. But when 
the aggregate amount of taxation is 
very great, it is inevitable that recourse 
must be had for part of it to taxes of an 
objectionable character. And any taxes 
on consumption, when heavy, even if 
not operating on profits, have some- 
thing of the same effect, by driving 
persons of moderate means to live 
abroad, often taking their capital with 
them. Although I by no means join 
with those political economists who 
think no state of national existence 
desirable in which there is not a rapid 
increase' of wealth, I cannot overlook 


the many disadvantages to an inde- 
pendent nation from being brought 
prematurely to a stationary state, 
while the neighbouring countries con- 
tinue advancing, 

§ 3. The subject of protection to 
person and property, considered as af- 
forded by government, ramifies widely, 
into a number of indirect channels. It 
embraces, for example, the whole sub- 
ject of the perfection or inefficiency of 
the means provided for the ascertain- 
ment of rights and the redress of in- 
juries. Person and property cannot be 
considered secure where the adminis- 
tration of justice is imperfect, cither 
from defect of integrity or capacity in 
the tribunals, or because the delay, 
vexation, and expense accompanying 
their operation impose a heavy tax on 
those who appeal to them, and make 
it preferable to submit to any en- 
durable amount of the evils which they 
are designed to remedy. In England 
there is no fault to be found with the 
administration of justice, in point of 
pecuniary integrity ; a result which the 
progress of social improvement may 
als(|be supposed to have brought about 
in - several other nations of Europe. 
But legal and judicial imperfections of 
other kinds are abundant ; and, in 
England especially, are a large abate- 
ment from the value of the services 
which the government renders back to 
the people in return for our enormous 
taxation. In the first place, the in- 
cognoscibility (as Bentham termed it) 
of the law, and its extreme uncer- 
tainty, even to those who best know it, 
render a resort to the tribunals often 
necessary for obtaining justice, when, 

^ there being no dispute as to facts, no 
litigation ought to be required. In the 
next place, the procedure of the tri- 
bunals is so replete with delay, vexa- 
tion, and expense, that the price at 
which justice is at last obtained is an 
evil outweighing a very considerable 
amount of injustice ; and the wrong 
side, even that which the law considers 
such, has many chances of gaining its 
point, through the abandonment of 
litigation by the other party for want 
of funds, or through a compromise in 
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wMch a sacrifice is made of just rights 
to terminate the suit, or through some 
technical quirk, whereby a decision is 
obtained on some other ground than 
the merits. This last detestable inci- 
dent often happens without blame to 
the judge, under a system of law, of 
which a great part rests on no rational 
principles adapted to the present state 
of society, hut was originally founded 
partly on a hind of whims and conceits, 
and partly on the principles and inci- 
dents of feudal tenure, (which now sur- 
■viye only as legal fictions;) and has 
only heen very imperfectly adapted, as 
cases arose, to the changes which had 
taken place in society. Of all parts of 
the English legal system, the Court of 
Chanceiy, which has the best substan- 
tive law, has heen incomparahly the 
worst as to delay, vexation, and ex- 
pense; and this is the only tribunal 
for most of the classes of cases which 
are in their nature the most compli- 
cated, such as cases of partnership, 
and the great range and variety of 
cases which come under the denomina- 
tion of trust. The recent reforms 
in this Court have abated the mis- 
chief, but are still far from having 
removed it. 

Fortunately for the prosperity of 
England, the greater part of the mer- 
cantile law is comparatively modern, 
and was made by the tribunals, by the 
simple process of recognising and 
giving force of law to the usages which, 
from motives of convenience, had 
grown up among merchants them- 
selves : so that this part of the law, at 
least, was substantially made by those 
who' were most interested in its good- 
ness : while the defects of the tribu- 
nals have been the less practically 
pernicious in reference to commer- 
cial transactions, because the im- 
portance of credit, which depends on 
character, renders the restraints of 
opinion (though, as daily experience 
proves, an insufficient) yet a very 
powerful, protection against those 
lorms of mercantile dishonesty which 
are generally recognised as such. 

The imperfections of the law, both 
in its substance and in its procedure, 
fall heaviest upon the interests con- 


nected wdth what is technically called 
real property ; in the general language 
of European jurisprudence, immoveable 
property. With respect to all this 
portion of the wealth of the community, 
the law fails egregiously in the pro- 
tection which it undertakes to pro- 
vide. It fails, first, by the uncertainty, 
and the maze of technicalities, which 
make it impossible for any one, at 
however great an expense, to possess a 
title to land which he can positively 
know to be unassailable. It fails, 
secondly, in omitting to provide due 
evidence of transactions, by a proper 
registration of legal documents. It 
fails, thirdly, by creating a necessity 
for operose and expensive instruments 
and formalities (independently of fiscal 
burthens) on occasion of the purchase 
and sale, or even the lease or mortgage, 
of immoveable property. And, fourthly, 
it fails by the intolerable expense and 
delay of law proceedings, in almost all 
cases in which real property is con- 
cerned. There is no doubt that the 

g reatest sufferers b;;j^ the defects of the 
igher courts of civil law are the land- 
ovmers. Legal expenses, either those 
of actual litigation, or of the prepara- 
tion of legal instruments, form, 
apprehend, no inconsiderable item in 
the annual expenditure of most per- 
sons of large landed i^roperty^ ; and the 
saleable value of their land is greatly 
impaired, by the difficulty of giving to 
the buyer complete confidence in the 
title ; independently of the legal ex- 
penses which accompany the transfer. 
Yet the landowners, though they have 
been masters of the legislation of 
England, to say the least, since 1688, 
have never made a single move in the 
direction of law reform, and have 
been strenuous opponents of some of 
the improvements of which they would 
more particularly reap the benefit; 
especially that great one of a regis- 
tration of contracts affecting land, 
which when proposed by a Commis- 
sion of eminent real property lawyers, 
and introduced into the liouse of 
Commons by Lord Campbell, was so 
offensive to the general body of land- 
lords, and was rejected by so large a 
majority, as to have long discouraged 
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■finy repetition of the attempt.^ This 
irrational hostility to improvement, in 
a case in which their own interest 
•would he the most benefited by it, 
must be ascribed to an intense timi- 
dity on the subject of their titles, 
.generated by the defects of the very 
law which they refuse to alter ; and 
to a conscious ignorance, and inca- 
pacity of judgment, on all legal sub- 
.jects, 'which makes them helplessly 
defer to the opinion of their jorofes- 
sional advisers, heedless of the fact 
that every imperfection of the law, in 
proportion as it is burthensome to 
them, brings gain to the lawyer. 

In so far as the defects of legal 
arrangements are a mere burthen on 
the landowner, they do not much 
affect the sources of production; hut 
the uncertainty of the title under 
which land is held, must often act as 
a great discouragement to the expen- 
diture of capital in its improvement ; 
and the expense of making transfers, 
operates to prevent land from coming 
into the hands of those who would use 
it to most advantage ; often amount- 
ing, in the case of small purchases, to 
more than -the price of the land, and 
tantamount, therefore, to a prohibition 
of the purchase and sale of land in 
small portions, unless in exceptional 
circumstances. Such purchases, how- 
ever, are almost everywhere extremely 
desirable, there being hardly any 
country in which landed property is 
not either too much or too little sub- 
divided, requiring either that great 
estates should he broken down, or 
that small ones should he bought up 
and consolidated. To make land as 
easily transferable as stock, would be 
one of the greatest economical improve- 
ments which could he bestowed on 'a 
country; and has been shown, again 
.and again, to have no insuperable 
difficulty attending it. 

Besides the excellences or defects 
that belong to the law and judicature 
of a country as a system of arrange- 
ments for attaining direct practical 

Lord Wegtbury’s recent Act is a ma- 
terial mitigation of this grievous defect in 
English law, and will probably lead to fur- 
ther improvements. 


ends, much also depends, even in an 
economical point of view, upon the 
moral influences of the law. Enough 
has been said in a former place, f on 
the degree in which both the indus- 
trial and all other combined opera- 
tions of mankind depend for efficiency 
on their being able to rely on one 
another for probity and fidelity to 
engagements ; from which we see how 
greatly even the economical prosperity 
of a country is liable to be affected, by 
anything in its institutions by which 
either integrity and trustworthiness, or 
the contrary qualities, are encouraged. 
The law everywhere ostensibly favours 
at least pecuniary honesty and the 
faith of contracts; hut if it affords 
facilities for evading those obligations, 
by trick and chicanery, or by the un- 
scrupulous use of riches in instituting 
unjust or resisting just litigation ; if 
there are ways and means by which 
persons may attain the ends of roguery, 
under the apparent sanction of the 
law; to that extent the law is demo- 
ralizing, even in regard to pecuniary 
integrity. And such cases are, un- 
fortunately, frequent under the English 
smtem. If, again, the law, by a mis- 
pmced mdulgence, protects idleness or 
prodigality against their natural con- 
sequences, or dismisses crime with 
inadequate penalties, the effect, both 
on the prudential and on the social 
virtues, is unfavourable. When the 
law, by its ovvn dispensations and in- 
junctions, establishes injustice between 
individual and individual ; as all laws 
do which recognise any form of slavery ; 
as the laws of all countries do, though 
not all in the same degree, in respect 
to the family relations; and as the 
laws of many countries do, though in 
still more unequal degrees, as between 
rich and poor ; the effect on the moral 
sentiments of the people is stilt more 
disastrous. But these subjects intro- 
duce considerations so much larger 
and deeper than those of political 
economy, that I only advert to them 
in order not to pass wholly unnoticed 
things superior in importance to those 
of which 1 treat. 

t Supra, p. 68, 
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THE SAME SUBJECT CONTINUED. 

§ 1. Havinu spoken tkus far of the provement to go tlirongh, before ideas 
effects produced by the excellences or so far removed from present modes of 
defects of tlie general system of the tbinldngwill be taken into serious con- 
law, I shall now toucli upon those re- sideration : and as, among the recog- 
sulting from the special character of nised modes of determining the siic- 
particnlar parts of it. As a selection cession to property, some must be 
must he made, I shall confine myself better and others worse, it is necessary 
to a few leading topics. The portions to consider w^hich of them deserves 
of the civil law of a country which are the preference. As an intennediate 
of most importance economically (next course, therefore, I would recommend 
to those which determine the status of the extension to all property, of the 
the labourer, as slave, serf, or free), present English law of inheritance 
are those relating to the two subjects affecting personal property (freedom of 
of Inheritance and Contract. Of the bequest, and, in case of intestacy, equal 
laws xelating to contract, none are division) : except that no rights should 
more important economically than the be acknowledged in collaterals, and 
laws of partnership, and those of that the property of those who have 
insolvency. It happens that on all neither descendants nor ascendants, 
these three points, there is just gi-oimd and make no will, should escheat to 
for condemning some of the provisions the stat.e. 

of the English law. The laws of existing nations deviate 

With regard to Inheritance, I have, from these maxims in two opposite 
in an early chapter, considered the ways. In England, and. in most of 
general principles of the subject, and the countries where the influence of 
suggested what appear to me to he, feudality is still felt in the law's, one 
putting all prejudices apart, the best of the objects aimed at in respect to 
dispositions which the law could adopt, land and other immoveable property, is 
Ereedom of bequest as the general to keep it together in large masses: 
rule, hut limited by two things f first, accordingly, in cases of intestacy, it 
that if there are descendants, who, passes, generally speaking (for the 
being unable to provide for themselves, local custom of a few places is dif- 
wotild become burthensome to the ferent), exclusively to the eldest son. 
state, the equivalent of whatever the And though the rule of primogeniture 
state would accord to them should be is not binding on testators, who in 
reserved from the property for their England have nominally the power of 
benefit : and secondly, that no one bequeathing their property as they 
person should he permitted to acquire nlease, any proprietor may so exercise 
by inheritance, more than the amount tiiis powder as to deprive his successors 
of a moderate independence. In case of of it, by entailing the pi’operty on one 
intestacy, the w'hole property to escheat particular line of his descendants: 
to the state: wdiich should be bound which, besides preventing it from 
to make a just and reasonable provi- passing by inheritance in any other 
sion for descendants, that is, such a than the prescribed manner, is at- 
provision as the parent or ancestor tended with the incidental conse- 
ougbt to have made, their circum- qiience of precluding it from being 
stances, capacities, and mode of bring- sold; since each successive possessor, 
ing up being considered. having only a life interest in the pro- 

The laws of inheritance, however, perty, cannot alienate it for a longer 
have probably several phases of im- period than his own life. In some 
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otlier countries, siicli as France, tlie 
law, on the contraiy, compels division 
of inlieritances ; not only, in case of 
intestacy, sharing tlie property, both 
real and personal, equally among all 
the children, or (if there are no 
children) among all relatives in the 
same degree of propinquity ; but also 
not recognising any power of bequest, 
or recognising it over only a limited 
portion of the property, the remainder 
being subjected to compulsory equal , 
division. i 

Neither of these systems, I appre- 
hend, was introduced, or is perhaps 
maintained, in the countries where it 
exists, from any general considerations 
of justice, or any foresight of economi- 
cal consequences, but chiefly from poli- 
tical motives ; in the one case to keep 
up large hereditary fortunes, and a 
landed aristocracy; in the other, to 
break these down, and prevent their 
resurrection. The first object, as an 
aim of national policy, I conceive to be 
eminently undesirable : with regard to 
the second, I have pointed out what 
seems to me a better mode of attaining 
it. The merit, or demerit, however, of 
either purpose, belongs, to the general 
science of politics, not to the limited 
department of that science which is 
here treated of. Each of the two 
systems is a real and efficient instru- 
ment for the purpose intended by it ; 
but each, as it appears to me, achieves 
that purpose at the cost of much mis- 
chief. 

§ 2. There are two arguments of 
an economical character, which are 
urged in favour of primogeniture. One 
is, the 'Stimulus applied to the industry 
and amhition of younger children, by 
leaving them to he the architects o? 
their own fortunes. This argument 
was put by Dr. Johnson in a manner 
more forcible than complimentary to 
an hereditary aristocracy, when he said, 
hy way of recommendation of primo- 
geniture, that it “ makes but one fool 
in a family.” It is curious that a de- 
fender of aristocratic institutions should 
hp the person to assert that to inherit 
such a fortune as takes away any 
necessity for exertion; is generaDy fatal 
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to activity and strength of mind : in 
the present state of education, how- 
ever, the proposition, with some allow- 
ance for exaggeration, may he admitted 
to be true. But whatever force there 
is in the argument, counts in favour of 
limiting the eldest, as well as all the 
other children, to a mere provision, and 
dispensing with even the “ one fool” 
whom Dr. Jolinsbn was willing to 
tolerate. If unearned riches are so 
pernicious to the character, one does 
j not see why, in order to withhold the 
poison from the junior members of a 
family, there should he no way hut to 
unite all their separate potions, and 
administer them in the largest possible 
dose to one selected victim. = It cannot 
be necessarytoinflict this great evil on 
the eldest son, for want of knowing 
what else to do with a large fortune. 

Some writers, however, look upoa 
the effect of primogeniture in stimulat- 
ing industry, as depending, not so much 
on the poverty of the younger children, 
as on the contrast between that poverty 
and the riches of the elder; thinking 
it indispensable to the activity and 
energy of the hive, that there should 
be a huge drone here and there, to im- 
press the working bees with a due sense 
of the advantages of honey. “ Their 
inferiority in point of wealth,” says 
Mr. M'Gulloch, speaking of the younger 
children, “ and their desire to esca;^e 
from this lower station, and to attain 
to the same level with their elder 
brothers, inspires them with an energy 
and vigour they could not otherwise 
feel. But the advantage of preserving 
large estates from being frittered down 
by a scheme of equal division, is not 
limited to its influence over the younger 
children of their owners. It raises 
universally the standard of competence, 
and gives new force to the springs 
which set industry in motion. The 
manner of living among the great land- 
lords is that in which every one is am- 
bitious of being able to indulge ; and 
their habits of expense, though some- 
times injurious to themselves, act as 
powerful incentives to the ingenuity 
and enterprise of the other classes, who 
never think their fortunes sufficiently 
ample, unless they will enable them to 
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emiilate tEe splendour of tlie richest 
landlords ; so that the custom of pri- 
mogeniture seems to render all classes 
more industrious, and to augment at 
the same time, the mass of wealth and 
the scale of eiijoyment.” * 

The portion of truth, I can hardly 
say contained in these observations, 
hut recalled by them, I apprehend to 
be, that a state of complete equality of 
fortunes would not he favourable to 
.active exertion^ for the increase of 
wealth. Speaking of the mass, it is as 
true of wealth as of most other distinc- 
tions— of talent, knowledge, virtue — 
that those who already have, or think 
they have, as much of it as their neigh- 
bours, will seldom exert themselves to 
■acquire more. But it is not therefore 
■necessary that society should provide a 
set of persons 'with large fortunes, to 
fulfil the social duty of standing to he 
looked at, with envy and admiration, 
by the aspiring poor. The fortunes 
which people have acquired for them- 
selves, answer the purpose quite as 
well, indeed much better; since a 
person is more powerfully stimulated 
by the example of somebody -who has 
earned a fortune, than by the mere 
sight of somebody who possesses one ; 
and the former is necessarily an ex- 
ample of prudence and frugality as well 
as industry, while the latter much 
oftener sets an example of profuse ex- 
pense, which spreads, with pernicious 
-effect, to the very class on whom the 
sight of riches is siipposed to have so 
beneficial an influence, namely, those 
whose wealoiess of mind, and taste for 
ostentation, make “ the . splendour of 
the richest landlords” attract them 
with the, most potent spell. In Ame- 
rica there are few or no hereditary 
fortunes; yet industrial energy, and 
the ardour of accumulation, are not 
supposed to he particularly backward 
in that part of the world. When a 
country has once fairly entei'ed into 
the industrial career, which is the 
principal occupation of the modern, as 

* l?ri7icipU& of Political Economy ^ ed. 
1843,. p. 2(>4. There is mnch. more to the 
same effect in the more recent treatise by 
1^e same author, On, the Sacces&ion io Fro- 
^erfy vacant ly JOeaiih. 


war was that of the ancient and me- 
diaeval world, the desire’ of acquisition 
by industry needs no frctitious stimu- 
lus : the advantages naturally inherent 
in riches, and the character they as- 
sume of a ^test by which talent and 
success in life are habitually measured, 
are an ample security for their being 
pursued with sufficient intensity and 
zeal. As to the deeper consideration, 
that the diffusion of wealth, and not its 
concentration, is desirable, and that 
the more wholesome state of society is 
not that in which immense fortunes 
are possessed by a few and coveted by 
all, but that in which the gi'eatest 
possible numbers possess and are con- 
tented with a moderate competency, 
which all may hope to acquire ; I refer 
to it in this place, only to show, how 
widely separated, on social questions, 
is the entire mode of thought of the 
defenders of primogeniture, from that 
which is partially promulgated in the 
present treatise. 

The other economical argument in 
favour of primogeniture, has special 
reference to landed property. It is 
contended, that the habit of dividing 
inheritances equally, or with an ap- 
proach to equality, among children, 
promotes the subdivision of land into 
portions too small to admit of being 
cultivated in an advantageous manner. 
This argument, eternally reproduced, 
has again and again been refuted by 
English and Continental wTiters. It 
proceeds on a supposition entirely at 
variance with that on which all the 
theorems of political economy are 
grounded. It assumes that mankind 
in general will habitually act in a 
manner opposed to their immediate 
and obvious pecuniary interest. For 
•^the division of the inheritance does not 
necessarily imply division of the land ; 
which maybe held in common, as is 
not unfrequently the case in France 
and Belgium ; or may become the pro- 
perty of one of the coheirs, being 
charged with the shares of the others 
by way of mortgage ; or they may sell 
it outright, and divide the proceeds. 
When the division of the land wouy. 
diminish its productive power, it is the 
direct interest of the heirs to adopt 
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some one of tliese arrangements. Sup- 
posing, however, what the argument 
assumes, that either from legal difficul- 
ties or from their own stupidity and 
barbarism, they would not, if left to 
themselves, obey the dictates of this 
obvious interest, but would insist upon 
cutting up the land bodily into equal 
parcels, with the effect of impoverish- 
ing themselves ; this-would be an ob- 
jection to a law such as exists in 
France, of compulsorydivision, but can 
be no reason -why testators should be 
discouraged from exercising the right 
of bequest in general conformity to the 
rule of equality, since it would always 
be in their power to provide that fhe 
division of the inheritance should take 
place without dividing the land itself. 
That the attempts of the advocates of 
primogeniture to make out a case by 
facts against the custom of equal divi- 
sion, are equally abortive, has been 
shown in a former place. In all coun- 
tries, or ^parts of countries, in which 
the division of inheritances is accom- 
panied by small holdings, it is because 
small holdings are the general system 
of the country, even on the estates of 
the great proprietors. 

Unless a strong case of social utility 
can be made out for primogeniture, it 
stands sufficiently condemned by the 
general principles of justice ; being a 
broad distinction in the treatment of 
one person and of another, grounded 
solely on an accident. There is no 
need, therefore, to make out any case 
of economical evil against primogeni- 
ture. Such a case, however, and a 
very strong one, may be taade. It is 
a natural effect of primogeniture, to 
make the landlords a needy class. 
The object of the institution, or custon^ 
is to keep the land together in large 
masses, and this it commonly accom- 
plishes; but the legal proprietor of a 
large domain is not necessarily the 
hond fide owner of the whole income 
which it yields. It is usually charged, 
in each generation, with provisions for 
the other children. It is often charged 
still more heavily by the imprudent 
expenditure of the proprietor. Great 
landowners are generally improvident 
in their expenses ; they live up to their 


incomes when at the highest, and if 
any change of circumstances diminishes 
their resources, some time elapses be- 
fore they make up their minds to re- 
trench. Spendthrifts in other classes 
are ruined, and disappear from society ; 
but the spendthrift landlord usually 
holds fast to his land, even when he 
has become a mere receiver of its rents 
for the benefit of creditors. The same 
desire to keep up the " splendour” of 
the family, which gives rise to the 
custom of primogeniture, indisposes 
the owner to sell a part in order to set 
free the remainder ; their apparent are 
therefore habitually greater than their 
real means, and they are under a per- 
petual temptation to proportion their 
expenditure to the former rather than 
to the latter. From such causes as 
these, in almost all countries of great 
landowners, the majority of landed 
estates are deeply mortgaged; and 
instead of having capital to spare for 
improvements, it requires all the in- 
creased value of land, caused by the 
rapid increase of the wealth and popu- 
lation of the country, to preserve the 
class from being impoverished. 

§ 3. To avert this ■impoverishment, 
recourse was had to the contrivance of 
entails, whereby the order of succession 
was in'evocably fixed, and each holder, 
having only a life interest, was unable 
to burthen his successor. The land 
thus passing, free from debt, into the 
possession of the heir, the family could 
not be ruined by the improvidence of 
its existing I’epresentative. The eco- 
nomical evils arising from this dispo- 
sition of property w’ere partly of the 
same kind, partly different, but on the 
whole greater, than those arising from 
primogeniture alone. The possessor 
could not now ruin his successors, but 
he could still ruin himself: he was not 
at all more likely than in the former 
case to have the means necessary for 
improving the property : while, even if 
he had, he was still less likely to em- 
ploy them for that purpose, when the 
benefit was to accrue to a person whom 
the entail made independent of him, 
while he had probably younger chil- 
dren to provide for, in whose favour he 
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could not now cliarge tlie estate. 
‘While thus disabled from being him- 
self an improver, neither could he sell 
the estate to somebody who would ; 
since entail precludes alienation. In 
general he has even been unable to 
gTant leases beyond the term of his own 
life; “for,’’ says Blackstone, “if' such 
leases had been valid, then, under cover 
of long leases, the issue might have 
been virtually disinherited;’’ and it 
has been necessary in Great Britain to 
relax, by statute, the rigour of entails, 
in order to allow either of long leases, 
or of the execution of improvements at 
the expense of the estate. It may be 
added that the heir of entail, being 
assured of succeeding to the family 
property, however undeserving of it, 
and being aware of this from his ear- i 
best years, has much more than the 
ordinary chances of growing up idle, 
dissipated, and profligate. 

In England the power of entail is 
more limited by law, than in Scotland 
and in most other countries where it 
exists. A landowmer can settle his 
property upon any number of persons 
successively who are living at the time, 
and upon one unborn person, on whose 
attaining the age of twenty-one, the 
entail expires, and the land becomes his 
absolute property. An estate may in 
this manner he transmitted through a 
son, or a son and grandson, living when 
the deed is executed, to an unborn 
child of that grandson. It has been 
maintained that this power of entail is 
not sufficiently extensive to do any 
mischief: in truth, however, it is much 
larger than it seems. Entails very 
rarely expire ; the first heir of entail, 
when of age, joins with the existing 
possessor in resettling the estate, so 
as to prolong the entail for a further 
term. Large properties therefore, are 
rarely free for any considerable period, 
from the restraints of a strict settle- 
ment; though the mischief is in one 
respect mitigated, since in the renewal 
of the settlement for one more genera- 
tion, the estate is usually charged with 
a provision for younger children. 

In an economical point of view, the 
best system of landed property is that 
in which land is most completely an 


object of commerce ; passing readily 
from hand to hand when a buyer can 
he found to whom it is worth while to 
offer a greater sum for the land, than 
the value of the income drawn from it 
by its existing possessor. This of 
course is not meant of ornamental pro- 
perty, which is a source of expense, not 
profit; hut only of land employed for 
industrial uses, and held for the sake of 
the income w'liich it ajffords. What- 
ever facilitates the sale of land, tends 
to make it a more productive instru- 
ment for the community at large ; 
whatever prevents or restricts its sale, 
subtracts from its usefulness. Now, 
not only has entail this effect,* hut pri- 
mogeniture also. The desire to keep 
land together in large masses, from 
other motives than that of promoting 
its productiveness, often prevents 
changes and alienations which would 
increase its efficiency as an instru- 
ment. 

§ 4. On the other hand, a law 
which, like the French, restricts the 
power of bequest to a narrow compass, 
and compels the equal division of the 
whole or the greater part of the pro- 
perty among the children, seems to 
me, though on different grounds, also 
very seriously ol^jectionable. The only 
reason for recognising in the children 
any claim at all to more than a pro- 
vision, sufficient to launch them in life, 
and enable them to find a livelihood, 
is grounded on the expressed or pre- 
sumed wish of the parent; whose claim 
to dispose of what is actually his own, 
cannot be set aside by any pretensions 
of others to receive what is not theirs. 
To control the rightful owner’s liberty 
of gift, by creating in the children a 
legal right superior to it, is to post- 
pone a real claim to an imaginary one. 
To this great and paramount objection 
to the law, numerous secondary ones 
may be added. Desirable as it is that 
the parent should treat the children 
with impartiality, and not make an 
eldest son or a favourite, impartial 
division is not always synonymous 
with equal division. Some of the chil- 
dren may, Avithout fault of their owm, 
he less capable than others of pro- 
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viding for tlieniselves : some may, by 
other means than their own exertions, 
be already provided for : and impar- 
tiality may therefore require that the 
rule observed should not he one of 
equality, hut of compensation. Even 
when equality is the object, there are 
sometimes better means of attaining it, 
than the inflexible rules by w^hich law 
must necessarily proceed. If one of 
the coheirs, being of a quarrelsome or 
litigious disposition, stands upon his 
utmost rights, the law cannot make 
equitable adjustments ; it cannot ap- 
portion the property as seems best for 
the collective interest of all concerned ; 
if there are several parcels of land, 
and the heirs cannot agree about 
their value, the law cannot give a 
parcel to each, but every separate 
arcel must be either put up to sale or 
ivided : if there is a residence, or a 
ark or pleasure-ground, which would 
e destroyed, as such, by subdivision, 
it must be sold, perhaps at a great sa- 
crifice both of money and of feeling. 
But what the law could not do, the 
parent could. By means of the liberty 
of bequest, all these points might be 
determined according to reason and the 
general interest of the persons con- 
cerned; and the spirit of the principle 
of equal division might be the better ob- 
served, because the testator was eman- 
cipated from its letter. Finally, it 
would not then be necessary, as under 
the compulsory system it is, that the 
law should interfere authoritatively in 
the concerns of individuals, not only on 
the occurrence of a death, hut through- 
out life, in order to guard against the 
attempts of parents to frustrate the 
legal claims of their heirs, under colour 
of gifts andotlier alienations inter vivos. 
In conclusion; all o^vners of pf3- 
perty should, I conceive, have power 
to dispose by will of every part of it, 
hut not to determine the person who 
should succeed to it after the death of 
all who were living when the mil was 
made. Under what restrictions it 
should he allowable to bequeath pro- 
perty to one person for life, with re- 
mainder to another person already in 
existence, is a question belonging to 
general, legislation, not to political 


economy.- Such settlements would he 
no greater hindrance to alienation than 
any case of joint ownership, since the 
consent of persons actually in existence 
is all that would be necessary for any 
new arrangement respecting the pro- 
perty. 

§ 5. From the subject of Inherit- 
ance I now pass to that of Contracts, 
and among - these, to the important 
subject of the Laws of Partnership. 
How much of good or evil depends 
xipon these laws, and how important it 
is that they should he the best pos- 
sible, is evident to all who recognise 
in the extension of the co-operative 
principle in the larger sense of the 
term, the great economical necessity 
of modern industry. The progress of 
the productive arts requiring that 
many sorts of industrial occupation 
should be cairied on by larger and 
larger capitals, the productive power of 
industry must suffer by wliatever im- 
pedes the formation of large capitals 
through the aggregation of smaller 
ones. Capitals of the requisite magni- 
tude, ^ belonging to single owners, do 
not, in most countries, exist in the 
needful abundance, and would be still 
Ifess numerous if the laws favoured the 
diflusion instead of the concentration 
of property: while it is most unde- 
sirable that all those improved pro- 
cesses, and those means of efficiency 
and economy in production, which de- 
pend on the possession of large funds, 
should he monopolies in the hands of a 
few rich individuals, through the diffi- 
culties experienced by persons of mo- 
. derate or small means in associating 
their capital. Finally, I must repeat 
my conviction, that the industrial eco- 
nomy which divides society absolutely 
into two portions, the payers of wages 
and the receivers of them, the first 
counted by thousands and the last by 
millions, is neither fit for, nor capable 
of, indefinite duration: and the possi- 
bility of changing this system for one 
of combination without dependence, and 
unity of interest instead of organized 
hostility, depends altogether upon the 
future developments of the Partnership 
principle. 
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Yet tliere is scarcely any country 
■wliose laws do not throw great,, and in 
most cases, intentional obstacles in the 
way of the formation of any numerous 
partnership. In England it is already 
a serious discouragement, that differ- 
ences among partners are, practically 
speaking, only capable of adjudication 
by the Court of Chancery : which is 
often worse than placing such questions 
out of the pale of all law ; since any 
one of the disputant parties, who is 
either dishonest or litigious, can involve 
the others at his pleasure in the ex- 
pense, trouble, and anxiety, which are 
the unavoidable acGompaniments of a 
Chancery suit, without their having 
the power of freeing themselves from 
the infliction even hy breaking up the 
association.* Besides this, it required, 
until lately, a separate act of the legis- 
lature before any joint-stqck association 
could legally constitute itself, and be 
empowered to act as one body. By a 
statute passed a few years ago, this 
necessity is done away ; but’ the statute 
in question is described by competent 
authorities as a “mass of confusion,” 
of which they say that there “never was, 
such an infliction” on persons entering 

♦ Mr. Cecil Fane, the Commissioner of 
the Bankruptcy Court, in his evidence before 
the Committee on the Law of Partnership, 
says ; I remember a short timeygo reading 
a written statement by two eminent solici- 
tors, who said that they had. known many 
partnership accounts go into Chancery, but 
that they never knew one come out . ... 
Very few of the persons who would be dis- 
posed to engage in ]partnerships of this kind’* 
(co-operative associations of working men) 
**have any idea of the truth, namefy, that 
the deeisiou of questions arising amongst 
partners is really impracticable. 

“ Do they not know that one partner may 
rob the other without any possibility of his 
obtaining redress ? — The fact is soj but 
whether they know it or not I cannot under- 
take to say.’* 

This flagrant injustice is, in Mr. Fane’s 
opinion, wholly attributable to the defects of 
the tribunal. ** My opinion is, that if there 
is one thing more easy than another, it is the 
settlement of partnership questions, and for 
the simple reason, that everything which is 
done in a partnership is entered in the 
books; the evidence therefore, is at hand; if 
therefore a rational mode of proceeding were 
once adopted, the difficulty would altogether 
vanish.” — Minutes of Evidence annexed to 
the Eeport of the Select Committee on the 
Law of Partnership (1861), pp. 85-7. 


into partiiersliip.f When a number of 
persons, whether few or many, freely 
desire to unite their funds for a com- 
mon undertaking, not asking any pecu- 
liar privilege, nor the power to dispos- 
sess any one of property, the law can 
have no good reason for throwing dif- 
ficulties in the 'way of the realization 
of the project. On compliance with a 
few simple conditions of publicity, any 
body of persons ought to have the 
power of constituting themselves into 
a joint-stock company, or sociite en 
nom coUectif, without asking leave 
either of any public officer or of parlia- 
ment. As an association of many 
partners must practically be under the 
management of a few, every facility 
ought to be afforded to the body for 
exercising the necessary control and 
check over those few, whether they be 
themselves memhers of the association, 
or merely its hired servants: and in 
this point the English system is still at 
a lamentable distance from the standard 
of perfection. 

§ 6.. Whatever facilities, however, 
English law might give to associations 
formed on the principles of ordinary 
partnership, there is one sort of joint- 
stock association which until the year 
3855 it absolutely disallowed, and 
which could only he called into exist- 
ence by a special act either of the legis- 
lature or of the crown.- I mean, asso- 
ciations with limited liability. 

Associations with limited liability 
are of two kinds : in one, the' liability 
of all the partners is limited, in the 
other that of some of them only. The 
first is the Anonymous Society of the 
Erench law, which in England had 
until lately no other name than that of 
“<Thartered company:” meaning there- 
by a joint-stock company whose share- 
holders, by a charter from the crown or 
a special enactment of the legislature, 
stood exempted from any liability for 
the debts of the concern, beyond the 
amount of their subscriptions. The 
other species of limited partnership is 
that kno'wn to the French law under 
the name of commandite; of this, which 


t Eeport, ut supra, p, 187* 
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in England is still unrecognised and 
illegal, I shall speak presently. 

If a number of persons choose to as- 
sociate for carrying on any operation 
of commerce or' industry, agreeing 
among themselves and announcing to 
those with whom they deal that the 
members of the association do not un- 
dertake to be responsible beyond the 
amount of the subscribed capital; is 
there any reason that the law should 
raise objections to this proceeding, and 
should impose on them the unlimited 
responsibility which they disclaim ? 
Eor whose sake ? Not for that of the 
partners themselves; for it is they 
whom the limitation of responsibility 
benefits and protects. It must there- 
fore be for the sake of third parties ; 
namely, those who may have transac- 
tions with the association, and to whom 
it may run in debt beyond what the 
subscribed capital suffices to pay. But 
nobody is obliged to deal with the as- 
sociation ; still less is any one obliged 
to give it unlimited credit. The class 
of persons with whom such associa- 
tions have dealings are in general per- 
fectly capable of taking care of them- 
selves, and there seems no reason that 
the law should he more careful of their 
interest than they will themselves be ; 
provided no false representation is held 
out, and they are aware from the first 
what they have to trust to. The law 
is warranted in requiring from all 
joint-stock associations with limited 
responsibility, not only that the amount 
of capital on which they profess to 
carry on business should either he ac- 
tually paid up or security given for it 
(if, indeed, with complete publicity, 
such a requirement would he neces- 
sary) but also that such accounts should 
he kept, accessible to individuals, an(jj 
if needful, published to the world, as 
shall render it possible to ascertain at 
any time the existing state of the 
company’s affairs, and to learn whether 
the capital which is the sole security 
for the engagements into which they 
enter, still subsist iinimpaired: the 
fidelity of such accounts being guarded 
hy sufficient penalties. "When the law 
has thus afforded to individuals all 
practicable means of knowing the cir- 


cumstances which ought to enter into: 
their prudential calculations in dealing 
with the company, there seems no 
more need for interfering with indivi- 
dual judgment in this sort of transac- 
tions, than in any other part of the 
private business of life. 

The reason usually urged for such* 
interference is, that the managers of 
an association with limited responsi- 
hility, not risking their whole fortunes 
in the event of loss, while in case of 
gain they might profit largely, are not 
sufficiently interested in exercising 
due circumspection, and are under the 
temptation of exposing the funds of 
the association to improper hazards. 
It is, however, well ascertained that 
associations with unlimited responsi- 
bility, if they have rich shareholders, 
can obtain, even when known to be 
reckless in their transactions, improper 
credit to an extent far exceeding what 
would be given to companies equally 
ill-conducted whose creditors had. only 
the subscribed capital to rely oii.* To 
whichever side the balance of evil in- 
clines, it is a consideration of more 
importance to the shareholders them- 
selves than to third parties; since, 
with proper securities for publicity, 
the capital of an association with 
limited liability could not be eaigaged 
in hazards beyond those ordinarily in- 
cident to the business it carries on, 
without the fact’s being known, and 
becoming the subject of comments by 
which the credit of the body would bo 
likely to be affected in quite as gi'cat 
a degree as the circumstances would 
justify. If, under securities for pub- 
licity, it were found in practice that 
companies, formed on the principle of 
unlimited responsibility, were more 
skilfully and more cautiously managed, 
companies with limited liability wmuld 
he unable to maintain an equal compe- 
tition with them ; and would therefore 
rarely be formed, unless when such 
limitation was the only condition on 
which the necessary amount of capital 
could be raised: and in that case it 
would he v'ery unreasonable to say that 
their formation ought to be prevented, 

* See the Report already referredto, 
pp. 145-158. 
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It may ftirtlier be remarked, that 
altliougli, witli equality of capital, a 
company of limited liability ofiers a 
somewbat less security to tliose who 
deal with it, than one in which every 
shareholder is responsible with his 
whole fortune, yet even the weaker of 
these two securities is in some respects 
stronger than that which an individual 
capitalist can afford. In the case of 
an individual, there is such security as 
can be founded on his unlimited lia- 
bility, but not that derived from pub- 
licity of transactions, or from a known 
and large amount of paid-up capital. 
This topic is well treated in an able 
paper by M. Coquelin, published in 
the Revue des Deux Mondes for July 
1843.* 

“ While third parties who trade 
wdth individuals,” says this writer, 
“scarcely ever know, except by ap- 
proximation, and even that most vague 
and uncertain, what is the amount of 
capit al responsible for the performance 
of contracts made with them, those 
w'ho trade with an anonymous society 
can obtain full information if they seek 
it, and perform their operations with a 
feeling of confidence that cannot exist 
in the other case. Again, nothing is 
easier than for an individual trader to 
conceal the extent of his engagements, 
as no one can know it certainly but 
himself. Even his confidential clerk 
may be ignorant of it, as the loans he 
finds himself compelled to make may 
not all be of a character to require 
that they be entered in his day-book. 
It is a secret confined to himself ; one 
which transpires rarely, and always 
slowly; one which is unveiled only 
w^hen the catastrophe has occurred. 
On the contrary, the anonymous so- 
ciety neither can nor ought to borrow, 
without the fact becoming known to 
all the world — directors, clerks, share- 
holders, and the public. Its operations 
partake in some respects, of the nature 
of those of governments. The light of 
day penetrates in every direction, and 
there can he no secrets fi’om those who 

* The quotation is from a translation ^ub- 
lislied by Mr. H. C. Carey, in an American 
periodical. Hunt’s Merchant’s Magazine, for 
May and June 1845. 


seek for information. Thus all is fixed, 
recorded, known, of the capital- and 
debts in the case of the anonymous 
society, while all is uncertain and un- 
known in the case of the individual 
trader. Which of the two, we would 
ask the reader, presents the most 
favourable aspect, or the surest gua- 
rantee, to the view of those who trade 
with them? 

“Again, availing himself of the 
obscurity in which his affairs are 
shrouded, and which he desires to in- 
crease, the private trader is enabled, 
so long as his- business appears pros- 
perous, to produce impressions in re- 
gard to his means far exceeding the 
reality, and thus to establish a credit 
not justified by those means. When 
losses occur, and he sees himself 
threatened with bankruptcy, the world 
is still ignorant of his condition, and 
he finds himself enabled to contract 
debts far beyond the possibility of 
payment. The fatal day arrives, and 
the creditors find a debt much greater 
than had been anticipated, while the 
means of payment are as much less. 
Even this is not all. The same ob- 
scurity wdiich has served him so well 
thus far, when desiring to magnify his 
capital and increase his credit, now 
affords him the opportunity of placing 
a part of that capital beyond the reach 
of his creditors. It becomes dinii- 
nisbed, if not annihilated. It hides 
itself, and not even legal remedies, nor 
the activity of creditors, can brings it 
forth from the dark corners in which 

it is placed Our “readers can 

readily determine for themselves if 
practices of this kind are equally easy 
in the case of the anonymous^society. 
We do not doubt that such things are 
possible, but we think -yiat they will 
agree vdth iis that from its nature, its 
organization, and the necessary pub- 
licity that attends all its actions, the 
liability to such occurrences is very 
greatly diminished.” 

The laws of most countries, England 
included, have erred in a twofold man- 
ner with regard to joint-stock com- 
panies. While they have been most 
unreasonably jealous of allowing such 
associations to exist, especially with 
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limited responsibility, they have gene- 
rally neglected the enforcement of 
publicity; the best security to tlie 
public against any danger wbicli miglit 
arise from this description of partner- 
ships; and a security quite as much 
required in the case of those associa- 
tions of the kind in question, which, 
by an exception from their general 
practice, they suffered to exist. Even 
in the instance of the Bank of Eng- 
land, which holds a monopoly from the 
legislature, and has had partial control 
over a matter of so much public inte- 
rest as. the state of the circulating 
medium, it is only within these few 
years that any publicity has been en- 
forced ; and the publicity was at first 
of an extremely incomplete character, 
though now, for most practical pur- 
poses, probably at length sufficient. 

§ 7. The other kind of limited part- 
nership which demands our attention, 
is that in which the managing partner 
or partner.‘J are responsible with their 
whole fortunes for the engagements of 
the concern, hut have others associated 
with them who contribute only definite 
sums, and are not liable for anything 
beyond, though they participate in the 
profits according to any rule which 
may he agreed on. This is called 
partnership in commandite: and the 
partners with limited liability (to 
whom, by the French law, all inter- 
ference in the management of the con- 
cern is interdicted) are known by the 
name commmditaires. Such partner- 
ships are not allowed by English law : 
in all private partnerships, whoever 
shares in the profits is liable for the 
debts, to as plenary an extent as the 
managing partner. 

For such prohibition no satisfactory^ 
defence has ever, so far as I am aware, 
been made. Even the insufficient 
reason ^^ven against limiting the re- 
sponsibility of shareholders in a joint- 
stock company, does not apply here ; 
there being no diminution of the 
motives to circumspect management, 
since all who take any part in the 
direction of the concern are liable with 
their whole fortunes. 'To third parties, 
again, the security is improved by the 

P.E. 


existence of commandite ; since the 
amount subscribed by commanditaires 
is all of it available to creditors, the 
commanditaires losing their whole in- 
vestment before any creditor can lose 
anything ; while, if instead of becoming 
partners to that amount, they had lent 
the sum at an interest equal to the 

E rofit they derived from it, they would 
ave shared with the other creditors 
in the residue of the estate, diminish- 
ing rata the dividend obtained by 
all: While the practice of commandite 
thus conduces to the interest of cre- 
ditors, it is often highly desirable for 
the contracting parties themselves. 
The managers are enabled to obtain 
the aid of a much greater amount of 
capital than they could borrow on 
their own security; and persons are 
induced to aid useful undertakings, by 
embarking limited portions of capital 
in them, when they would not, and 
often could not prudently, have risked 
their whole fortunes on the chances of 
the enterprise. 

It may perhaps be thought that 
where due facilities are afforded to 
joint-stock companies, commandite, 
partnerships are not required. But 
there are classes of cases to which the 
commandite principle must always 
be better adapted than the joint- 
stock pinciple. “ Suppose,” says M. 
Coquelin, “ an inventor seeking for a 
capital to carry his invention into 
practice. To obtain the aid of capi- 
talists, he must offer them a share of 
the anticipated benefit; they must as- 
sociate themselves with him in th(i 
chances of its success. In such a case, 
which of the forms would he select ? 
Not a common partnership, certainly ;” 
for various reasons, and especially the 
extreme difficulty of finding a partner 
with capita], willing to risk his whole 
fortune on the success of the inven- 
tion.* “ Neither would he select the 

* There has been a great deal of com- 
miseration professed,’* says Mr, Duncan, 
solicitor, ** towards the poor inventor j he 
has been oppressed by the high cost of 
patents ; but his chief oppression has been 
the partnership law, which prevents his 
getting any one to help him to develop his 
invention. He is a poor man, and therefore 
cannot give security to a creditor; no one 
will lend him money: the rate of interest 

N N 
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AnoHymotis Society,’’ or aayoitelforin 
-i of joint-stock company, “ in wMck lie 
might be superseded as manager. He 
would stand, in such an association, on 
no better footing than any other share- 
holder, and he might be lost in the 
crowd ; whereas, the association ex- 
isting, as it were, by and for him, the 
management would appear to belong 
to him as a matter of right. Cases 
oconr in which a merchant or a mann- 
factnrer, without being precisely an 
inventor, has undeniable claims to the 
management of an undertaking, from 
the possession of qualities peculiarly 
calcmated to promote its success. So 
great, indeed,” continues M. Coquelin, 
“ is the necessity, in many cases, for 
the limited partnership, that it is diffi- 
cnlt to conceive how we conld dis- 
pense with or replace it:” and in re- 
ference to his own country he is pro- 
bably in the right. 

■W^ere there is so great a readiness 
as in England, on the part of the 
public, to form joint-stock associations, 
even without the encouragement of a 
limitation of responsibility ; comman- 
dite partnership, though its prohibition 
is in principle quite indefensible, can- 
not be deemed to be, in a merely eco- 

■ offered, however high it maybe, is notan 
attraction. But if by the alteration of the 
law he could allow capitalists to take an 
interest with him and share the profits, while 
the risk should be confined to the capital 
they embarked, there is very little doubt at 
all that he would frequently get assfetance 
from capitalists ! whereas at the present 
moment, with the law as it stands, he is com- ■ 
pletely destroyed, and his invention is useless 
to him ; he struggles month after month ; he 
applies again and again to the capit^st 
without avail. I know it practically in two 
or three eases of patented inventions j espe- 
cially one where parties with capital were 
desirous of entering into an undertaking of < 
m'eat moment in Liverpool, but five or six 
difierent gentlemen -were deterred from doing 
so, all feeling the strongest objection to what 
each one called the cursed partnership law.” 
— Beport, p. 165. 

Mr. Bane says, *'• In the course of my pro- 
fessional life, as a Commissioner of the Court 
of Bankruptcy, I have learned that the most 
unfortunate man in the world is an inventor. 

difficulty which an inventor finds in 
getting at capital, involves him in all sorts 
of embarrassments, and he ultimately is for 
the most part a ruined man, and somebody 
else gets possession of his invention,”— lb. 
P.B2, 


nomical point of view, of the imperative 
necessity which M. Coquelin ascribes 
to it. Yet the inconveniences are not 
small, which arise indirectly from those 
provisions of the law by which every 
one who shares in the profits of a con- 
cern is subject to the full liabilities of 
an unlimited partnership. It is impos- 
sible to say how many or what useful 
modes of combination are rendered 
impracticable by tbis state of the law. 
It is suffiGient for its condemnation 
that, unless in some way relaxed, it is 
inconsistent with the payment pf wages 
in part by a percentage on profits ; in 
other words, the association of the 
operatives as virtual partners with the 
capitalist-* ■ 

It is, above all, with reference to the 
improvement and elevation of the work- 
ing classes, that complete freedom in 
the conditions of partnership is indis- 
pensable. Combinations such as the 
associations of workpeople, described 
in a former chapter, are the most 
powerful means of effecting the social 
emancipation of the labourers through 
their own moral qualities. Nor is the 
liberty of association important solely 
for its examples of success; but fully 
as much so for the sake of attempts 
which would not succeed ; but by thsir 
failure would give instruction more im- 
pressive than can be afforded by any- 
thing short of actual experience. Every 
theory of social improvement, the worth 
of which is capable of being brought to 
an experimental test, should be per- 
mitted, and even encouraged, to sub- 
mit itself to that test. Emm such 
experiments the active portion of the 
working classes would derive lessons 
which they would be slow to learn from 
the teaching of persons supposed to 
'‘have interests and prejudices adverse 
to their good ; would obtain the means 
of correcting, at no cost to society, what- 
ever in now erroneous in their notions 
of the means of establishing their in- 
dependence ; and of disco vering the con- 
ditions, moral, intellectual, and indus- 

* It is considered possible to effect this 
througli tlie Limited Liability Act, by 
erecting tbe capitalist and bis workpeople' 
into a Ximited Company; as proposed by 
Messrs. Briggs (supra, p, 465), 
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trial, wliicli are indispensaWy necessary 
for effecting without injustice, or for 
effecting at all, the social regeneration 
they aspire to.* 

The Prench law of partnership is 
superior to the English in. permitting 
commandite ; and superior, in having 
ho such unmanageable instrument as 
the Court of Chancery, all cases arising 
from commercial transactions being 
adjudicated in a comparatively cheap 
and expeditious manner by a tribunal 
of merchants. In other respects the 
Prench system is far worse than the 
English. A joint-stock company with 
limited responsibility cannot be formed 
without the express authorization of 
the department of government called 
the Council of State, a body of admi- 
nistrators, generally entire strangers to 
industrial transactions, who have no 
interest in promoting enterprises, and 
are apt to think that the purpose of 
their institution is to restrain them; 
whose consent cannot in any case be 
obtained without an amount of time 
and labour which is a very serious 
hindrance to the commencement of an 
enterprise;’ while the extreme uncer- 
tainty of obtaining that consent at all 
is a great discouragement to capitalists 
who would be willing to subscribe. In 
regard to joint-stock . companies with- 
out limitation of responsibility, which 
in England exist in such numbers and 
are formed with such facility, these 
associations cannot, in France, exist at 
all ; for, in cases of unlimited partner- 
ship, the Prench law does not permit 
the division of the capital into trans- 
ferable shares. 

The best existing laws of partner- 
ship appear to he those of the New 

* By an act of the year 1852, called tb .9 
Industrial and BroTident Societies Act, for 
which the nation is indebted to the public- 
spirited exertions of Mr. Slaney, industrial 
associations of working people are admitted 
to the statutory privileges of Friendly So- 
cieties. This not only exempts them from 
the formalities applicable to joiat-stoek eom- 
anies, but provides for the settlement of 
isputes among the partners "withont recourse 
to the Court of Chancery. There are still 
some defects in the provisions of this Act, 
which hamper the proceedings of the 
Societies in several respects ; as is pointed 
lea in the Almanack of the Eochdale Equit- 
obutPioneers for 1861, 


England States. According to Mr. 
Carey, + “ nowhere is association so 
little trammelled by regulations as in 
New England; the consequence of 
which is, that it is carried to a greater 
extent there, and particularly in Massa- 
chusetts and Ehode Island, than in any 
other part of the world. In these 
states, the soil is covered with com- 
pagnies anonymes — chartered compa- 
nies- — for almost every conceivable 
purpose. Every town is a corporation 
for the management of its roads, bridges, 
and schools; which are, therefore, under 
the direct control of those who pay 
for them, and are consequently well 
managed. Academies and churches, 
lyceums and libraries, saving-fund so- 
cieties, and trust companies, exist in 
numbers proportioned to the wants of 
the people, and all are corporations. 
Every district has its local bank, of a 
size to suit its wants, the stock of which 
is owned by the small capitalists of 
the neighbourhood, and managed by 
themselves ; the consequence of which 
is, that in no part of the world is the 
system of hanking so perfect — -so little 
liable to vibration in the amount of 
loans — ^the necessary effect of which is, 
that in none is the value of property 
so little affected by changes in the 
amount or value of the currency re- 
sulting from the movements of their 
own banking institutions. In the two 
states to w^hich we have particularly 
referred, they are almost two hundred 
in number. Massachusetts, alone, 
offers to our view fifty-three insurance 
offices, of various forms, scattered 
through the state, and all incorliorated. 
Factories are incorporated, and are 
ovmed in shares ; and every one that 
has any part in the management of 
their concerns, from the purchase of 
the raw material to the sale of the 
mamffactured article, is a part owner ; 
while every one employed in them has 
a prospect of becoming one, by the use 
of prudence, exertion, and economy. 
Charitable associations exist in large 
numbers, and all are incorporated. 
Eisbiug vessels are owmed in shares by 
those wffio navigate them ; and the 

t In a note appended to his translation of 
M. Coqnelin’s paper. 
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sailors of a whaling ship depend in a 
great clegree, if not altogether, upon 
the success of the voyage for their 
compensation. Every master of a ves- 
sel trading in the Southern Ocean is a 
part owner, and the interest he pos- 
sesses is a strong inducement to exer- 
tion and economy, hy aid of which the 
people of New England are rapidly 
driving out the competition of other 
nations for the trade of that part of 
the world. Wherever settled, they ex- 
hibit the same tendency to combination 
of action. In New York they are the 
chief owners of the lines of packet 
ships, which are divided into shares, 
owned by the shipbuilders, the mer- 
chants, the master, and the mates; 
which last generally acquire the means 
of becoming themselves masters, and 
to this is due their great success. The 
system is the most perfectly democratic 
of any in the world. ^ It affords to 
every labourer, every sailor, eveiy ope- 
rative, male or female, the prospect of 
advancement; and its results are pre- 
cisely such as we should have reason 
to expect. In no part of the world are 
talent, industry, and prudence, so cer- 
tain to be largely rewarded.” 

The cases of insolvency and fraud on 
the part of chartered companies in 
America, which have caused so much 
loss and so much scandal in Europe, 
did not occur in the part of the Union 
to which this extract refers, hut in 
iOther States, in which the right of as- 
sociation is much more fettered by legal 
restrictions, and in which, accordingly, 
joint-stock associations are not compa- 
rable in number or variety to those of 
New England. Mr. Carey adds, “A 
cai’eflil examination of the systems of 
the several states, can scarcely, we, 
think, fail to convince the reader of 
the advantage resulting from permit- 
ting men to determine among them- 
selves the terms upon which they will 
associate, and allowing the associations 
that may be formed to contract with 
the public as to the terms upon which 
they will trade together, whether of 
the limited or unlimited liability of the 
partners.” This principle has been 
adopted as the fbundation of all recent 
English legislation on the subject. 


§ 8. I proceed to the subject of In- 
solvency Laws. 

Good laws on this subject are im- 
portant, first and principally, on the 
score of public morals; which are on 
no point more under the influence of 
the law, for good and evil, than in a 
matter belonging so pre-eminently to 
the province of law as the preservation 
of pecuniary integrity. But the sub- 
ject is also, in a merely economical 
point of view, of great importance. 
First, because the economical well- 
being of a people, and of mankind, de- 
ends in an especial manner upon their 
eing able to trust each other’s en- 
gagements. Secondly, because one of 
the risks, or expenses, of industrial 
operations is the risk or expense of 
what are commonly called bad debts, 
and every saving which can he effected 
in this liability is a diminution of cost 
of production ; hy dispensing with an 
item of outlay which in no way con- 
duces to the desired end, and which 
must he paid for either by the con- 
sumer of the commodity, or from^the 
general profits of capital, according an 
the burthen is peculiar or general. 

The laws and practice of nations 
on this subject have almost always 
been in extremes. The ancient laws 
of most countries were all severity to 
the debtor. They invested the creditor 
with a power of coercion, more or less 
tyrannical, which he might use against 
his insolvent debtor, either to extort 
the surrender of hidden property, or to 
obtain satisfaction of a vindictive cha- 
racter, which might console him for 
the non-payment of the debt. This 
arbitrary power has extended, in some 
countries, to making the insolvent 
debtor serve the creditor as his slave : 
in which plan thei’e were at least some 
grains of common sense, since it might 
possibly be regarded as a scheme for 
making him work out the debt by his 
labour. In England, the coercion as- 
sumed the milder form of ordinary im- 
prisonment. The one and^ the other 
were the barbarous expedients of a 
rude age, repugnant to justice as well 
as to humanity. Unfortunately the 
refoim of them, like that of the crimi- 
nal law generally, has been taken in 
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hand as an affair of htimanity only, not 
of justice : and the modish humanity 
of the present time, which is essen- 
tially a thing of one idea, has in this 
as in other cases, gone into a violent 
reaction against the ancient severity, 
and might almost he supposed to see 
in the fact of having lost or squan- 
dered^ other people’s property, a pecu- 
liar title to indulgence. Everything 
in the law which attached disagreeable 
consequences to that fact, was gradu- 
ally relaxed, or entirely got rid of: 
until the demoralizing effects of this 
laxity became so evident as to deter- 
mine, by more recent legislation, a 
salutary 'though very insufficient move- 
ment in the reverse direction. 

The indulgence of the laws to those 
who have made themselves unable to 
pay their just debts, is usually de- 
fended, on the plea that the sole object 
of the law should be, in case of insol- 
vency, not to coerce the person of the 
debtor, but to get at his property, and 
distribute it fairly among the creditors. 
Assuming that thi^ is and ought to be 
the sole ^object, the mitigation of the 
law was in the first instance carried so 
far as to sacrifice that object. Inipii- 
sonment at the discretion of a creditor 
was really 'a powei'ful engine for ex- 
ti’acting from the debtor any property 
which he had concealed or otherwise 
made away with : and it remains to be 
shown by experience whether, in de- 
priving creditors of this instrument, 
the law, even as last amended, has fur- 
nished them with a sufficient equiva- 
lent. But the doctrine, that the law 
has done all that ought to be expected 
from it, when it has put the creditors 
in possession of the property of an in- 
solvent, is in itself a totally inadmis- 
sible piece of spurious humanity. It® 
is the business of law to prevent wrong- 
doing, and not simply to patch up the 
consequences of it when it has been 
oommittecl. The law is bound to take 
care tbat insolvency shall not be a good 
pecuniary speculation ; that men shall 
not have the privilege of hazarding 
other people’s property without their 
knowledge or consent, taking the profits 
of the enterprise if it is successful, 
and if it fails, throwing the loss upon 
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the rightful owners; and that they 
shall not find it answer to make them- 
selves unable to pay their just debts, 
by spending the money of their credi- 
tors in personal indulgence. It is 
admitted that what is technically called 
fraudulent bankruptcy, the false pre- 
tence of inability to pay, is, when 
detected, properly subject to punish- 
ment. But does it follow that insol- 
vency is not the consequence, of mis- 
conduct because the inability to pay 
may he real? If a man has been a 
spendthrift, or a gambler, with property 
on which his creditors had a prior 
claim, shall he pass scot-free because 
the mischief is consummated and the 
money gone ? Is there any very mate- 
terial difference in point of morality 
between this conduct, 'and those other 
kinds of dishonesty which go by the 
names of fraud and embezzlement ? • 
Such cases are not a minority, but 
a large majority among insolvencies. 
The statistics of bankruptcy prove the 
fact. “ By far the greater part of all 
insolvencies .arise from notorious mis- 
conduct; the proceedings of the In- 
solvent Debtors Court and of the 
Bankniptcy Court will prove it. Ex- 
cessive and unjustifiable overtrading, 
or most absurd speculation in com- 
modities, merely because the poor spe- 
culator ‘ thought they would get up,’ 
but why he thought so he cannot tell; 
speculation in hops, in tea, in silk, in 
corn — things with which he is alto- 
gether unacquainted ; wild and absurd 
investments in foreign funds, or in 
joint-stocks ; these are among the 
most innocent causes of bankruptcy.”* 
The experienced and intelligent writer 
fi’om whom I quote, corroborates his 
assertion by the testimony of several 
of the official assignees of the Bank- 
ruptcy Court. One of them says, 
“ As far as I can collect from the 
books and documents furnished by the 
bankrupts, it seems to me that” in 
the whole number of cases which 
occurred during a given time in the 
court to which he was attached, 
“fourteen have been ruined by spe- 

♦ Prom a volume published in 1S4'5, en- 
titled Credit the Mfe of Commerce, by Mr* 
J. H. ElHott. 
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dilations in things with which they 
■were nnacqnainted ; three by neglect- 
ing book-keeping^ ten by : trading 
beyond their capital and means, and 
the consequent loss and esq>ense of 
accommodation-bills ; forty-nine by ex- 
pending more than they could rea- 
sonably hope their profits would he, 
though their business yielded a fair 
return ; none by any general distress, 
or the falling off of any particular 
branch of trade.’’ Another of these 
officers says that, during a period of 
eighteen months, fifty- two cases of 
bankruptcy haye come under my care. 
It is my opinion that thirty-two of 
these have arisen from an imprudent 
expenditure, and five partly from that 
cause, and partly from a pressure on 
the business in which the bankmpts 
were employed. Kifteen I attribute 
to improvident speculations, combined 
in many instances with an extravagant 
mode of life.” 

To these citations the author adds 
the following statements from his per- 
sonal me^ns of knowledge. Many 
insolvencies are produced by trades- 
men’s indolence ; they keep no books, 
or at least imperfect ones, which they 
never balance ; they never take stock ; 
they employ servants, »if their trade 
be extensive, whom they are too in- 
dolent even to supervise, and then 
become insolvent. It is not too much 
to say, that one-balf of all the persons 
engaged in trade, even in London, 
never take stock at all: they go on 
year after year without knowing how 
their affairs stand, and at last, like the 
child at school, they find to their sur- 
prise, but one halfpenny left in their 
pocket. I will venture to say that not 
one-fom'th of all the persons in the 
. provinces, either manufacturers, trades- 
men, or farmers, ever take stock ; nor 
in fact does one-half of them ever keep 
account-books, deserving any other 
name than memorandum-books. I 
know sufficient of the concerns of 
five hundred small tradesmen in the 
provinces, to be enabled to say, that 
not one-fifth of them ever take stock, 
or keep even the most ordinary ac- 
counts. I am prepared to say of such 
tradesmen, from carefully-prepared 


tahles, giving every advantage where 
there has been any doubt as to the 
causes of their insolvency, that where 
nine happen from extravagance or 
dishonesty, one” at most “may be 
referred to misfortune alone.” 

Is it rational to expect among the 
trading classes any high sense of 
justice, honour, or integrity, if the law 
enables men who act in this manner 
to shuffle off the consequences of their 
misconduct upon those w’ho have been 
so unfortunate as to trust them; and 
practically proclaims that it looks 
upon insolvency thus produced, as 
a “misfortune,” not an offence? 

It is, of course, not denied, that in- 
solvencies do arise from causes beyond 
the control of the debtor, and that, in 
many more cases, his culpability is not 
of a high order ; and the law ought to 
make a distinction in favour of such 
cases, but not without a searching in- 
vestigation ; nor should the case ever 
be let go without having ascertained, 
in the most complete manner practi- 
cable, not the fact of insolvency only, 
hut the cause of it. To have been 
trusted with money or money^’s worth, 
and to have lost or spent it, is primd, 
/acf<s evidence of something wrong: 
and it is not for the creditor to prove, 
which he cannot do in one case out of 
ten, that there has been criminality, 
but for tbe debtor to rebut the pre- 
sumption, by laying -open the whole 
state of his affairs, and shovfrng either 
that there has been no misconduct, or 
that the misconduct has been of an 
excusable kind. If he fail in this, he 
ought never to he dismissed without a 
punishment proportioned to the degi’ee 
of blame which seems justly imputable 
to Mm; which punishment, however, 
^iglit he shortened or mitigated in 
proportion as he appep'ed likely to 
exert himself in repairing the injury 
done. 

It is a common argument with those 
who approve a relaxed system of in- 
solvency law’s, that credit, except in 
the great operations of commerce, is 
an evil; and that to deprive creditors 
of legal redress is a judicious means of 
preventing credit from being given, 
*Pp. 50-1. 
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That 'wHcli is given by retail dealers 
to ■unproclnctive consumers is, no 
doubt, to the excess to -wHcb it is car- 
ried, a considerable evil. This, how- 
ever, is only true of large, and espe- 
cially of long, credits ; for there is 
credit whenever goods are not paid for 
before they quit the shop, or, at least, 
the custody of the seller; and there 
would be much inconvenience in put- 
ting an end to this sort of credit. But 
a large proportion of the debts on 
which insolvency laws take effect, are 
those due by small tradesmen to the 
dealers who supply them : and on no 
class of debts does the demoralization 
occasioned by. a bad sftite of the law, 
operate more perniciously. These are 
commercial credits, which no one 
wishes to see curtailed ; their existence 
is of great importance to the general 
industry of the country, and to numbers 
of honest, well-conducted persons of 
small means, to whom it would be a 
great injury that they should he pre- 
vented li’om obtaining the accommo- 
dation they need, and would not abuse, 
through the omission of the law to 
provide just remedies against dishonest 
or reckless borrowers. 

But though it were granted that 
retail transactions, on any footing but 
that of ready money payment, are an 
evil, and their entire suppression a fit 
object for legislation to aim at; a 
worse mode of compassing that object 
could scarcely be invented, than to 
permit those who have been trusted by 
others to cheat and rob them with im- 
punity. The law does not generally 
select the vices of mankind as the ap- 
propriate instrument for inflicting chas- 
tisement on the comparatively inno- 
cent: when it seeks to discourage any 
course of action, it does so by applyi% 
inducemeuts of its own, not by outlaw- 
ing those who act in the manner it 
deems objectionable, and letting loose 
the predatory instincts of the worthless 
part of mankind to feed upon them. If 
a man has committed murder, the law 
condemns him to death ; hut it does 
not promise impunity to anybody who 
may kill him for the sake of taking his 
purse. The offence of believing an- 
other’s word, even rashly, is not so. 


heinous that, for the sake of discourag- 
ing it, the spectacle should be brought 
home to every door, of triumphant ras- 
cality, with the law on its side, mock- 
ing the victims it has made. This 
pestilent example has heen very widely 
exhibited since the relaxation of the 
insolvency laws. It is idle to expect 
that, even by absolutely depriving cre- 
ditors of aU legal redress, the kind of 
credit which is considered ohiectionr 
able would really be very much checked. 
Rogues and swindlers are still an ex- 
ception aniong mankind, and people 
will go on trusting each other’s pro- 
mises. Large dealers, in abundant 
business, would refuse credit, as many 
of them already do : but in the eager 
competition of a great town, or the de- 
pendent position of a village shop- 
keeper, what can he expected from the 
tradesman to whom a single customer 
is of importance, the beginner, perhaps, 
who is striving to ^get into business ? 
He will take the risk, even if it were 
still greater; he is ruined if he cannot 
sell his goods, and he can but be ruined 
if he is defrauded. Nor does it avail 
to say, that he ought to make proper 
inquiries, and ascertain the character 
of those to whom he supplies goods on 
trust. In some of the most flagrant 
cases of profligate debtors which have 
come before the Bankruptcy Court, the 
swindler had been able to give, and 
had given, excellent references.^ 

♦ The foUowing extracts from the French 
Code of Commerce, (the translation is that 
of Mr. Fane,) show the great extent to 
which the just distinctions are made, and the 
proper investigations pro vided for, by French 
taw. Thfe word hanqwroute, which can only 
be translated by bankruptcy, is, howeverv 
confined in France to culpahU insolvency, 
which is distinguished into simple bank- 
ruptcy and fraxcdulmi bankruptcy. The 
foUowing are cases of simple bankruptcy 

“Every insolvent who, in the investigation 
of his affairs, shall appear chargeable with 
one or more of the folto wing offences, shall 
be proceeded against as a simple bank- 
rupt. 

“If his house expenses, which he is bound 
to enter regularly in a day-book, appear 
excessive. 

“If he has s;^ent considerable sums at 
play, or in operations of pure hazard. 

“ If it shaU appear that he has borrowed 
largely, or resold merchandize at a loss, or 
below the current price, after it appeared by 
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CHAPTEE X. 


OF INTEKPEBENCES OP, GOTEENArENT GEOUNDED ON EEEONEOTJS 
THEOEIES. 


§1. From the necjossary functions 
of goTernment, and the effects produced 
on the economical interests of society 
by their good or ill discharge, vre pro- 
ceed to the functions which belong to 
what I have termed, for want of a 
better designation, the optional class ; 
those which are sometimes assumed by 
governments and sometimes not, and 
which it is not unanimously admitted 
that they ought to exercise. 

Before entering on the general prin- 
cijdes of the question, it will he ad- 
visable to clear from our path all those 
cases, in which government interfer- 
ence works ill, because grounded on 
false views of the subject interfered 
with. Such cases have no connexion 
>yith any theory respecting the proper 
limits of interference. There are some 
things with which governments ought 
not to meddle, and other things with 
which they ought ; hut whether right 
or VTong in itself, the interference 
must work for ill, if government, not 

Lis last account-talcing that his debts ex- 
ceeded his assets by one-half. 

*‘If he has issued negotiable securities 
to three times the amount of bis avail- 
able assets, according to his last account- 
taking. 

**lue following may also be proceeded 
against as simple bankrupts : — 

“ He who has not declared his own insol- 
' vency in the manner prescribed by law: 

“ He who has not come in and surrendered 
within the time limited, having no legitimate 
excuse for his absence : 

‘'‘He who either produces no books at all, 
or produces such as have been irregularly 
kept, and this although the irregularities may 
not indicate fraud.” 

The penalty for “ simple banlccuptey” is 
imprisonment for a term of not less than, one 
month, nor more than two years. The fol- 
lowing are cases of fraudulent bankruptcy, 
of which the punishment is compulsory 
labour (the galleys) for a term : 

“If he has attempted to account for his 
property by fictitious expenses and losses, 
dr if he does not fully account for afl Lis 
receipts i 


•understanding the snhiect 'which it 
meddles wdth, meddles to hringy about 
a result which would he mischievous. 
We will therefore begin by passing in 
review various false theones, which 
have from time to time formed the 
ground of acts of government more or 
less economically injurious- 

Former writers on political economy 
have found it needful to devote much 
trouble and space to this department of 
their subject. It has now happily be- 
come possible, at least in our own 
country, greatly to abridge this purely 
negative part of our discussions. The 
false theories of political economy 
which have done so' much mischief in 
times past, are entirely discredited 
among all who have not lagged behind 
the general progress of opinion ; and 
few of the enactments which were once 
grounded on those theories still help to 
deform the statute-book. As the prin- 
ciples on wliicli their condemnation 
rests, have been fully set forth in other 

“ If he has fraudulently concealed any 
sum of money or any debt due to him, or 
any merchandize or other moveables : 

“ If ho has made fraudulent sales or gifts 
of his pi’operty : 

“ If he has allowed fictitious debts to b© 
proved against his estate : 

“If he has been entrusted with pro., 
perty, either merely to keep, or with 
special directions as to its use, and has 
nevertheless appropriated it to his own 
use: 

If he has purchased real property in a 
borrowed name : 

“ If he has concealed his hooks. 

“The following way also be proceeded 
against in a similar way 

“ He who has not kept hooks, _ or whose 
books shall not exhibit bis real situation as 
regards his debts and credits. 

“He who, having obtained a protection 
[sauf-conduii) , shall not have duly at., 
tended.” 

These various provisions relate only to 
commercial insolvency. The laws in regard 
to ordinary debts are considerably more 
rigorous to the debtor. 
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patts of tills treatise, we may liere 
content ourselves witt a few brief in- 
dications. 

Of these false theories, the most 
notable is the doctrine of Protection to 
Native Industry ; a phrase meaning 
the prohibition, or the discouragement 
by hef^vy duties, of such foreign com- 
modities as are capable of being pro- 
duced at home. If the theory involved 
in this system had been correct, the 
practical conclusions grounded on it 
would not have been unreasonable. 
The theory was, that to buy things 
produced at home was a national bene- 
fit, and the introduction of foreign 
commodities, generally a national loss. 
It being at the same time evident that 
the interest of the consumer is to buy 
foreign commodities in preference to 
domestic whenever they are either 
cheaper or better, the interest of the 
consumer appeared in this respect to 
be contrary to the public interest ; he 
was certain, if left to his own inclina- 
tions, to do what according to the 
theory was injurious to the public. 

It was shown, however, in our 
analysis of the effects of international 
trade, as it had been often shown by 
former writers, that the importation of 
foreign commodities, in the common 
course of traffic, never takes place, ex- 
cept when it is, economically speaking, 
a national good, by causing the same 
amount of commodities to be obtained 
at a smaller cost of labour and capital 
to the country. To prohibit, therefoi*e, 
this importation, or impose duties 
which prevent it, is to render the labour 
and capital of the country less efficient 
in production than they would other- 
wise be; and compel a waste, of the 
difference between the labour and 
capital necessaiy for the borne produc-^ 
tion of the commodity, and that which 
is required for producing the things 
with which it can he purchased from 
abroad. The amount of national loss 
thus occasioned is measured by the 
excess of the price at which the com- 
modity is produced, over that at wdiich 
it could be imported. In the case of 
manufactured goods, the whole diffe- 
rence between the two prices is ab- 
sorbed in indemnifying the producers 


for waste of labour, or of the capital 
which supports that labour. Those 
who are supposed • to be benefited, 
namely the makers of the protected 
articles, (unless they form an exclusive 
company, and have a monopoly against 
their own countrymen as well as 
against foreigners,) do not obtain 
higher profits than other people. All 
is sheer loss, to the country as well as 
to the consumer. When the protected 
article is a product of agriculture — the 
waste of labour not being incurred on 
the whole produce, hut only on what 
may be called the last instalment of it 
— the extra price is only in part an 
indemnity for waste, the remainder 
being a tax paid to the landlords. 

The restrictive and prohibitory 
policy was originally grounded on what 
is called the Mercantile System, which 
representing the advantage of foreign 
trade to consist solely in bringing 
money into the country, gave artificial 
encouragement to exportation of goods, 
and discountenanced their importation. 
The only exceptions to the system 
were those required by the system 
itself. The materials and instruments 
of production were the subjects of a 
contrary policy, directed however to 
the same end; they were freely im- 
ported, and not permitted to be ex- 
erted, in order that manufacturers, 
eing more cheaply supplied with the 
requisites of manufacture, might he 
able to sell cheaper, and therefore to 
export more largely. For a similar 
reason, importation was allowed and 
even favoured, when confined to the 
prodnetions of countries which were 
supposed to take from the country still 
more than it took from them, thus en- 
riching it by a favourable balance of 
trade. As part of the same system, 
colonies were founded, for the supposed 
advantage of compelling them to buy 
our commodities, or at all events not 
to buy those of any other country : in 
return for which restriction, we were 
generally wuUing to come under an 
equivalent obligation with respect to 
the staple productions of the colonists. 
The consequences of the tlieoiy were 
pushed so far, that it was not unusual 
even to give bounties on exportation, 
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and induce foreigners to buy from us 
Tatber than from other countnes, hy a 
cheapness which we artihciall;^ pro- 
duced, by paying part of the price for 
them out of our own taxes. This is a 
stretch beyond the point yet reached 
by any private tradesman in his com- 
etition for business. Ho shopkeeper, 
should think, ever made a practice of 
bribing customers by selling goods to 
them at a permanent loss, making it 
up to himself from other funds in his 
possession. 

The principle of the Mercantile 
Theory is now given up even by 
writers and governments who still 
cling to the restrictive system. What- 
ever hold that system has over men’s 
minds, independently of the private 
interests exposed to real or appre- 
hended loss by its abandonment, is 
derived firom fallacies other than the 
old notion of the benefits of heaping 
up money in the country. The most 
efiectiveof these is the specious plea 
of. employing our own countrymen and 
our national industry, instead of feed- 
ing and supporting the industry of 
foreigners. The answer to. this, from 
the principles laid down in former 
chapters, is evident. Without revert- 
ing to the fundamental theorem dis- 
cussed in an early part of the present 
treatise,* respecting the nature and 
sources of employment for labour, it is 
sufficient to say,wbat has usually been 
said by the advocates of free trade, 
that the alternative is not between em- 
ploying our own people and foreigners, 
but between employing one class and 
another of our own people. The im- 
orted commodity is always paid for, 
irectly or indirectly, with the produce 
of our own industry: that industry 
being, at the same time, rendered 
more productive, since, with the same 
labour and outlay, we are enabled to 
possess ourselves of a greater quantity 
of the article. Those who have not 
well considered 'the subject are apt to 
suppose tliat our exporting an equiva- 
lent in our own produce, for the foreign 
articles we consume, depends on con- 
tingencies—on the consent of foreign 


countx'ies to make some corresponding 
relaxation of their own restrictions, or 
on the question whether those from 
whom we buy are induced by that cir- 
cumstance to buy more from us ; and 
that, if these things, or things equiva- 
lent to them, do not happen, the pay- 
ment must he made in money. How, 
in the first place, there is nothing 
more objectionable in a money pay- 
ment than in payment by any other 
medium, if the state of the market 
makes it the most advantageous re- 
mittance ; and the money itself was 
first ^acquired, and would again he re- 
plenished, by the export of "^an equiva- 
lent value of our own products. But, 
in the next place, a very short interval 
of ^paying in money would so lower 
prices as either to stop a part of the 
in)portation, or raise up a foreign de- 
mand for our produce, sufficient to pay 
for the imports. I grant that this dis- 
turbance of the eq^uation of interna- 
tional demand womd he in. some de- 
gree to our disadvantage, in the pur- 
chase of other imported articles ; and 
that a country which prohibits some 
foreign commodities, does, cmteris 
paribus j obtain those which it does 
not prohibit, at a less price than it 
would otherwise have to pay. To ex- 
press the same thing in other words ; 
a country. which destroys or prevents 
altogether certain branches of foreign 
trade, thereby annihilating a general 
gain to ^ the world, which would be 
shared in some proportion between 
itself and other countries — does, in. 
some circumstances, draw to itself, at 
the expense of foreigners, a larger 
share than would else belong to it of 
the gain arising from that portion of 
its foreign trade which it suffers to 
Cuhsist. But even this it can only be 
enabled to do, if forei^iers do not 
maintain equivalent profiibitions or re- 
strictions against its commodities. Iii 
any case, the justice or expediency of 
destroying one of two gains, in order 
to engross a rather larger share of the 
other, does not require much discus- 
sion : the gain, too, which is destroyed, 
being, in proportion to the magnitude 
of the transactions, the larger of the 
two, since it is the one which capital, 


♦ Supra, pp, 49-65* 
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Wt to itself,: is supposed to seei; by 
preference. 

Defeated as a general theory, the 
Protectionist doctrine finds support in 
some particular cases, from considera- 
tions which, when really in point, in- 
YolYe greater interests than mere say- 
ing of labour; the interests of national 
subsistence and of national defence. 
Dhe discussions on the Corn Laws 
have familiarized everybody with the 
plea, that we ought to be iudependent 
of foreigners for the ^ food of- the 
people ; and the Navigation Laws 
were grounded, in theory and profes- 
sion, on the necessity of keeping up a 
“nursery of seamen” for the navy. 
On this last subject I at once admit, 
that the object is worth the sacrifice ; 
and that a country exposed to invasion 
by sea, if it cannot otherwise have suf- 
ficient ships and sailors of its own to 
secure the means of manning on an 
emei'gency an adequate fleet, is quite 
right in obtaining those means, even 
at an economical sacrifice in point of 
cheapness of transport. When the 
English navigation laws were enacted, 
the Dutch, from their maritime skill 
and their low rate of profit at home, 
were able to carry for other nations, 
England included, at cheaper rates 
than those nations could carry for 
themselves ; which placed all other 
countries at a great comparative dis- 
advantage in obtaining experienced 
seamen for their ships of war. The 
Navigation Laws, by which this de- 
ficiency was remedied, and at the 
same time a blow struck against the 
maritime power of a nation with which 
England was then frequently engaged 
in hostilities, were probably, though 
economically disadvantageous, politi- 
cally expedient. But English ships an^ 
sailors can now navigate as cheaply as 
those of any other country ; maiutain- 
ing at least an equal competition with 
the other maritime nations even in 
their own trade. The ends which may 
once have justified Navigation Laws, 
require them no longer, and afforded 
no reason for maintaining this in- 
vidious exception to the general rule 
of free trade. 

■With regard to subsistence, the plea 


of the Protectionists has been so often 
and so triumphantly met, that it re- 
quires little notice here. That country 
is the most steadily as well as the 
most abundantly supplied with ibod, 
which draws its supplies from the 
largest surface. It is ridiculous to 
found a general system of policy on so 
improbable a danger as that of being 
at war with all the nations of the 
world at once; or to suppose that, 
even if inferior at sea, a whole country 
could be blockaded like a town, or that 
the growers of food in other countries 
would not he as anxious not to lose an 
advantageous market, as we should be 
not to he deprived of their corn. On 
the subject, however, of subsistence, 
there is one point which deserves more 
especial consideration. In cases of 
actual or apprehended scarcity, many 
countries of Europe are accustomed to 
stop the exportation of food. Is this, 
or not, sound policy ? There can be 
no doubt that in the present state ot 
international morality, a people can- 
not, anymore than an individual, be 
blamed for not starving itself to feed 
others. But if the greatest amount of 
good to mankind on the whole, were 
the end aimed at in the maxims of 
international conduct, such collective 
churlishness would certainly be con- . 
demned by them. Suppose that in 
ordinary circumstances the trade in 
food were perfectly free, so that the 
price in one country could not habit a- 
ally exceed that in any other by more 
than the cost of carriage, together with 
a moderate profit to the importer. A 
general scarcity ensues, affecting all 
countries, hut in unequal degrees. If 
the price rose in one country more 
than iu others, it would be a proof that 
in that country the scarcity was se- 
verest, and that by permitting food to 
go freely thither from any other coun- 
try, it would-be spared from a less 
urgent necessity to relieve a greater. 
When^ the interests, therefore, of all 
countries are considered, free exporta- 
tion is desirable. To the exporting 
country considered separately, it may, 
at least on the particular occasion, "be 
an inconvenience : but taking into ac- 
count that the country which is now 
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the giver, ■will in some futnre season acquired skill and experience. A 
he the receiver, and the one that is country which has this skill and ex- 
henefited by the freedom, I cannot but perience yet to acquire, may in other 
think that even to the apprehension of respects be better adapted to the pro- 
food-rioters it might be made apparent, duction than those which were earlier 
that in such cases they should do to in the field: and besides, it is a just 
others what they would wish done to remark of Mr. Rae, that nothing has a 
themselves. greater tendency to promote improve- 

In countries in which the system of ments in any branch of production, than 
Protection is declining, hut not yet its trial under a new set of conditions, 
wholly given up, such, as the United But it cannot be expected that indi- 
States, a doctrine has come into notice vidtials should, at their own risk, or ' 
which is a sort of compromise between rather to their ceriain loss, introduce 
free trade and restriction, namely, that a new manufacture, and hear the 
protection for protection’s sake is im- burthen of carrying it on until the 
propeiy but that there is nothing oh- producers have been educated up to 
jectionahle in having as much protec- the level of those with whom the pro- 
tion as may incidentally result from a cesses are traditional. A protecting 
tarifP framed solely for revenue. Even duty, continued for a reasonable time, 
in England, regret is sometimes ex- will sometimes he ^ the least inconve- 
pressed that a “ moderate fixed duty” nient mode in which the nation can 
was not preserved on com, on account tax itself for the support of suclr an 
of the revenue it would yield. Inde- experiment. But the protection should 
pendently, however, of the general he confined to cases in which there is 
impolicy of taxes on the necessaries of good ground of assurance that the in- 
life, this doctrine overlooks the fact, dustry which it fosters will after a 
that revenue is received only on the time be able to dispense with it; nor 
quantity imported, but that the tax is should the domestic producers ever he 
paid on the entire quantity consumed, allowed to expect that it will ho con- 
To make the public pay much that the tinned to them beyond the time neces- 
treasuiy may receive a little, is not an sary for a fair trial of what they are 
eligible mode of obtaining a revenue, capable of accomplishing. 

In the case of manufactured articles The only writer of any reputation as 
the doctrine involves a palpable incon- a political economist, who now adheres 
sistency. The object of the duty as a to the Protectionist doctrine, Mr. H. 
means of revenue, is inconsistent with C. Carey, rests its defence, in an 
its afibi’ding, even incidentally, any economic point of view, prmcij)ally on 
protection. It can only operate as two reasons. One is, the great saving 
protection in so far as it prevents im- in cost of carriage, consequent on pro- 
portation ; and to whatever degree it ducing commodities at or very near to 
prevents importation, it afibrds no the place where they are to be con- 
revenue. sumed. The whole of the cost of car- 

The only case in which, on mere riage,' both on the commodities im- 
‘ principles of political economy, pro- ported and on those exported in ex- 
tecting duties can be defensible, is change for them, he regards as a 
when they are imposed temporarily direct burthen on the producers, and 
(especially in a young and rising na- not, as is obviously the truth, on the 
tion) in hopes of naturalizing a foreign consumers. On w^homsoever it falls, 
industry, in itself perfectly suitable to it is, without doubt, a burthen on tlie 
the circimistances of the country. Tlie industry of the world. But it is ob- 
supcriority of one country over another vioiis (and that Mr. Carey does not 
in a branch of production, often arises see it, is one of the many surprising 
only from having begun it sooner, things in his book) that the burthen 
There may ho no inherent advantage is onl}^ borne for a more than equi- 
on one part, or disadvantage on the valent advantage. If the commodity 
other, but only a present superiority of is bought in a foreign country with 
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domestic produce in spite of tlie double 
cost of carriage, tlie fact proves that, . 
heavy as that cost may he, the saving 
in cost of production oxitweighs it, and 
the collective labour of the country is 
on the whole better remunerated than 
if the article were produced at home. 
Cost of carnage is a natural protecting 
duty, which tree trade has no power 
to abrogate: and unless America 
gained more by obtaining her manu- 
factures through the medium of her’ 
corn and cotton, than she loses in cost 
of carriage, the capital employed in 
producing corn and cotton in annually 
increased q_uantities . for the foreign 
market, would turn to inanufactnres 
instead. The natural advantage at- 
tending a mode of industry in which 
there is less cost of carriage to pay, 
can at most he only a justification for 
a temporary and merely tentative pro- 
tection. The expenses of production 
being always greatest at first, it may 
happen that the home production, 
though really the most advantageous, 
may not become so until after a certain 
duration of pecuniaiy loss, which it is 
not to he expected that private specu- 
lators should iucur in order that their 
successors may he benefited by their 
ruin . I have therefore conceded that 
in a new country, a temporary pro- 
tecting duty may sometimes he econo- 
mically defensible ; on condition, how- 
ever, that it he strictly limited in 
point of time, and provision be made 
that during the latter part of its 
existence it he on a gradually de- 
creasing scale. Such temporary pro- 
tection is of the same nature as a 
patent, and should he governed by 
similar conditions. 

The remaining argument of Mr. 
Carey in support of the econonftc 
benefits of Protectionism, applies only 
to countries whose exports consist 
of agricultural produce. He argues, 
that by a trade of this description they 
actually send away their soil; the dis- 
tant consumers not giving back to the 
land of the country, as home consumers 
would do, the fertilizing elements 
which they abstract from it. This 
argument deserves attention, on ac- 
count of the physical truth on which 


it is founded ; a truth which has only 
lately come to be understood, hut 
which is henceforth destined to he a 
permanent element in the thoughts of 
statesmen, as it must always have 
been in the destinies of nations. To 
the question of Piutectionism, how- 
ever, it is irrelevant. That the im- 
mense growth of raw produce in Ame- 
rica to be consumed in Europe, is pro- 
gressively exhausting the soil of the • 
Eastern, and even of the older Western 
States, and that both are already far 
less productive than formerly, is cns- 
dible in itself* even if no one bore wit^ 
ness to it. But what I have already- 
said respecting cost of carriage, is true 
also of the cost of manuring. Free 
trade does not compel America to ex- 
port corn; she would cease to do so, if 
it ceased to he to her advantage. As, 
then, she would not persist in export- 
ing raw produce and importing manu- 
factures, any longer than the labour 
she saved by doing so, exceeded what 
the carriage cost her ; so, when it be- 
came necessary for her to replace in 
the soil the elements of fertility which 
she had sent away, if the saving in 
cost of production were more than 
equivalent to the cost of cairiage and 
of manure together, manure would be 
imporfced, and if not, the export of com 
would cease. It is evident that one of 
these two things would already have 
taken place, if there had not been near 
at hand a constant succession of new 
soils, not yet ^exhausted of their fer- 
tility, the cultivation of which enables 
her, whether judiciously or not, to 
postpone the question of manure. As’ 
soon as it no longer answers better to 
break up new soils than to manure 
the old, America will either become a 
regular importer of manure, or will 
without protecting duties grow corn 
for herself only, and manufacturing for 
herself, will make her manure, as 
Mr. Carey desires, at home.* 

♦ To this Mr. Carey would reply (indeed, 
he has already so replied in advance) , that 
of all conamooities, manure is the least sus- 
ceptible of being conveyed to a distance. 
This is true of sewage, and of stable manure, 
but not true of the ingredients to which those 
manures owe their emcieney. These, on the 
contrary, are chiefly substances containing 
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Eor tliese obvious reasons, I liold 
Mr. Carey’s economic arguments for 
Protectionism to be totally invalid. The 
economic, boweyer, is far from being 
tlie strongest point of bis case. Ame- 
rican Protectionists often reason ex- 
tremely ill, but it is an injustice to 
them to suppose tbat tbeir Protec- 
tionist creed rests upon notbing su- 
perior to an economic blunder : many 
of them have been led to it much more 
by consideration for tbe higher inte- 
rests of humanity, than by purely eco- 
nomic reasons. They, and Mr. Carey 
at tbeir bead, deem it a necessary 
condition of human improvement tbat 
towns should abound ; that men should 
combine their labour, by means of in- 
terchange, with near neighbours — ^with 
people of pursuits, capacities, and 
mental cultivation different from their 
own, sufficiently close at hand for mu- 
tual sharpening of wits and enlarging 
bf ideas— -rather than with people on 
the opposite side of the globe. They 
believe tbat a nation all engaged in 
the same, or nearly the same, pursuit 
—a nation all agricultural — cannot at- 
tain a high state of civilization and 
culture. And for this there is a great 
foundation of reason. If the difficulty 
can he overcome, the United States, 
with their free institutions, their uni- 
versal schooling, and their omnipresent 
press, are the people to do it; hut 
whether this is|possible or not, is still 
a prohlem. So far, however, as it is 
an object to check the excessive dis- 
persion of the population, Mr. '\¥ake- 
iield has pointed out a better way : to 

great fertiKzing power iii small bxilk ; sub- 
stances of wbieb tue human body requires but 
a small quantity, and hence peculiarly suscep- 
tible of being imported ; the mineral alkalies 
and the phosphates. The question, indeed, 
mainly concerns the phosphates ; for of the 
alkalies, soda is procurable everywhere, 
while potass, being one of the constituents 
of granite and the other feldspathie rocks, 
exists in many subsoils, by whose progressive 
decomposition it is renewed; a large quan- 
tity also being brought down in the deposits 
of rivers. As for the phosphates, they, m the 
very convenient form of pulverised hones, are 
a regular article of commerce, largely im- 
ported into England, as they are sure to be 
into any country where the conditions of 
industry make it worth while to pay the 
price. 


modify the existing method of dis- 
posing of the unoccupied lands, by 
raising their price ; instead of lower- 
ing it, or giving away the land gratui- 
tously, as is largely done since the 
passing of tbe Homestead Act! To 
cut the knot in Mr. Carey’s fashion, by 
Protectionism, it would be necessary 
that Ohio’ and Michigan should he 
protected against Massachusetts as 
well as against England : for the 
manufactories of New England, no 
more than those of the old country, 
accomplish his desideratum of bring- 
ing a manufacturing population to the 
doors of the Western farmer. Boston 
and New York do not supply the want 
of local towns to the Western Prairies, 
any better than Manchester ; and it is 
as difficult to get hack the manure 
from the one place as from the other. 

There is only one part of the Pro- 
tectionist scheme which requires any 
further notice : its policy towards colo- 
nies, and foreign dependencies ; tW 
of compelling them to trade exclusively 
with the dominant country. A country 
which thus secures to itself an extra 
foreign demand for its commodities, 
undoubtedly gives itself some advan- 
tage in the distribution of tbe general 
gains of the commercial world. Since, 
however, it causes the industry and 
capital of tbe colony to be diverted 
from channels, which are proved to be 
the most productive, inasmuch as they 
are those into which industry and ca- 
pital spontaneously tend to flow ; there 
is a loss, on tbe whole, to tbe produc- 
tive powers of tbe world, and the 
mother country does not gain so much 
as she makes the colony lose. If, 
therefore, tbe mother country refuses 
to acknowledge any reciprocity of obli- 
gation, she imposes a tribute on tbe 
colony in an indirect mode, greatly 
more oppressive and injurious than the 
direct. But if, with a more equitable 
spirit, she suljmits herself to corre- 
sponding restrictions for the benefit of 
the colony, the result of the whole 
transaction is tbe ridiculous one, that 
each party loses much, in order that 
the other may gain a little. 

§ 2, Next to the system of Proteo 
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• tion, among miscMevons interferences 
with the spontaneous course of indus- 
trial transactiouSj may be noticed cer- 
tain interferences with contracts. One 
instance is that of the Usury Laws. 
These originated in a religious preju- 
dice . against receiving , interest on 
money, derived from that fruitful source 
of mischief in modern Europe, the at- 
tempted adaptation to Christianity of 
doctrines and precepts drawn from the 
Jewish law. In Mahomedan nations 
the recei ving of interest is formally in- ' 
terdicted, and rigidly abstained from ; 
and Sismondi has noticed, as one ’ 
among the causes of the industrial in- 
feriority of the Catholic, compared with 
the Protestant parts of Europe, that 
the Catholic church in the Middle 
Ages gave its sanction to the same pre- 
judice; which subsists, impaired but 
not destroyed, wherever that religion is 
acknowledged. Where law or con- 
scientious scruples prevent lending at 
interest, the capital which belongs to 
ersons not in business is lost to pro- 
uctivo purposes, or can be applied to 
them only lu peculiar circumstances of 
ersonal connexion, or by a subterfuge, 
ndustry is thus limited to the capital 
of the undertakers, and to what they 
oan borrow from persons not bound by 
the same laws or religion as them- 
selves. In Mussulman countries the 
bankers and money dealers are either 
Hindoos, Armenians, or J ews. 

In more improved countries, legisla- 
tion no longer discountenances the re- 
ceipt of an equivalent for money lent ; 
but it has everywhere interfered with 
the free agency of the lender and bor- 
rower, by fixing a legal limit to the 
rate of interest, and making the re- 
ceipt of more than the appointed maxi- 
mum a penal offence. This restrictioil| 
though approved by Adam Smith, has 
been condemned by all enlightened, 
persons since the triumphant onslaught 
made upon it by Bentham in his 
“ Letters on Usury,” which may still 
be referred to as the Isest extant wilting 
on the siilject. 

Legislators may enact and maintain 
Usury Laws from one of two motives: 
ideas of public policy, or concern for 
the interest of the parties in the con- 
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tract ; in this case, of one party only, 
the borrower. As a matter of policy, 
the notion may possibly be, that it is 
for the general good that interest 
should be low. It is however a mis- 
apprehension of the causes which in- 
fluence commercial transactions, to sup- 
pose that the rate of interest is really 
made lower by law, than it would be 
made by the spontaneous play of supply 
and demand. If the competition of 
borrowers, left unrestrained, would 
raise the rate of interest to six per 
cent, this proves that at five there 
would be a greater demand for loans, 
than there is capital in the. market to 
supply. If the law in these circum- 
stances permits no interest beyond five 
per cent, there will be some lenders, 
who not choosing to disobey the law, 
and not being in a condition to employ 
their capital otherwise, will content 
themselves with the legal rate : but 
others, finding that in a season of press- 
ing demand, more may be made of 
their capital by other means than they 
are permitted to make by lending it, 
will not lend it at all; and the loan- 
able capital, already too small for the 
demand, will be still further dimi- 
nished. Of the disappointed candi- 
dates there will be many at such 
periods, who must have their neces- 
sities supplied at any price, and these 
will readily find a third section ot 
lenders, who will not he averse to join 
in a violation of the law, either by cir- 
cuitous transactions partaking of the 
nature of fraud, or by relying on the 
honour of the borrower. The extra 
expense of the roundabout mode of pro- 
ceeding, and an equivalent for the risk 
of non-payment and of legal penalties, 
must be paid by the borrower, over 
and above the extra interest which 
would have been required of him by 
the general state of the market. The 
laws which were intended to lower the 
price paid by him for pecuniary accom- 
modation, end thus in greatly increasing 
it. These laws have also a directly 
i demoralizing tendency. Knowing the 
I difficulty of detecting an illegal pecu- 
! niary transaction between two persons, 
j in which no third person is involved, so 
j long as it is the interest of both to keep 
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tlie secret, legislators liave adopted 
tlie expedient of tempting the borrower 
to become the informer, by making the 
annulment of the debt a part of the 
penalty for the offence ; thus rewarding 
men for obtaining the property of 
others by false promises, and then not 
only refusing payment, but invoking 
legal penalties on those who have 
helped them in their need. The moral 
sense of mankind very rightly in- 
famizes those who resist an otherwise 
just claim on the ground of usury, and 
tolerates such a plea only when re- 
sorted to as the best legal defence 
available against an attempt really 
considered as partaking of fraud or 
extortion. But this very severity of 
public opinion renders * .the enforce- 
ment of the laws so difficult, and the 
infliction of the penalties so rare, that 
when it does occur it merely victimizes 
an individual, and has no effect on 
general practice. 

In so far as the motive of the re- 
striction may be supposed to be, not 
public policy, but regard for the in- 
terest of the borrower, it would be diffi- 
cult to point out any case in which 
such tenderness on the legislator’s part 
is more misplaced. A person of sane 
mind, and of the age at which persons 
are legally competent to conduct their 
own concerns, must be pi'esumed to be 
a sufficient guardian oi his pecuniary 
interests. If he may sell an estate, or 
grant a release, or assign away all his 
property, without control from the law, 
it seems very unnecessary that the 
only bargain which he cannot make 
without its intermeddling, should be a 
loan of money. The law seems to 
presume that the money-lender, dealing 
with necessitous persons, can take ad- 
vantage of their necessities, and exact 
conditions limited only by his own plea- 
sure. It might be so if ^ there were 
only one money-lender within reach. 
But when there is the whole monied 
capital of a wealthy community to re- 
sort to, no borrower is placed under 
any disadvantage in the market merely 
by the urgency of his need. If he can- 
not hoiTow at the interest paid by 
other people, it must he because he 
cannot give such good security : and 
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competition will limit the extra de- 
mand to a fair equivalent for the risk 
of his proving insolvent. Though the 
law intends favour to the borrower, it 
is to him above all that injustice is, 
in this case, done by it. What can he 
more unjust than that a person wffio 
cannot give perfectly good security, 
should he prevented from borrowing of 
persons who are willing to lend money 
to him, by their not being permitted to 
receive the rate of interest which 
would he a just equivalent for their 
risk ? Through the mistaken kindness 
of the law, he must either go without 
the money which is perhaps necessary 
to save him from much greater losses, 
or be driven to expedients of a far 
more ruinous description, which the 
law either has not found it possible, or 
has not happened, to interdict. 

Adam Smith rather hastily ex- 
res sed the opinion, that only two 
^indsof persons, “prodigals and pro- 
jectors,” could require to borrow money 
at more than the market rate of in- 
terest. He should have included tdl 
persons who are in any pecuniary diffi- 
culties, however temporary their ne- 
cessities may he. It may happen to 
any person m business, to he disap- 
pointed of the resources on which he 
had calculated for meeting some en- 
gagement, the non-fulfilment of which 
on a fixed day would be bankruptcy. 
In periods of commercial difficulty, this 
is the condition of many prosperous 
mercantile firms, who become compe- 
titors for the small amount of dispos- 
able capital which, in a time ofgenei'al 
distrust, the owners are willing to part 
with. Under the English usury laws, 
now happily abolished, the limitations 
imposed by those laws were felt as a 
rmost serious aggravation of every com- 
mercial crisis. Merchants who could 
have obtained the aid they required at 
an interest of seven or eight per cent 
for shoi't periods, were obliged to give 
20 or 30 per cent, or to resort to forced 
sales of goods at a still greater loss. 
Experience having obtruded these evils 
on the notice of Parliament, the sort 
of compromise took place, of which 
English legislation affords so many in- 
stances, and which helps to make our 
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laws attd policy tlie mass of incon- 
sistency that they are. The law was 
reformed as a person reforms a tight 
shoe, who cuts a hole in it where it 
pinches hardest, and continues to wear 
it. Retaining the erroneous principle 
as a general rule, Parliament allowed 
an exception in the case in which the 
practical mischief was most flagrant. 
It left the usury laws unrepealed, hut 
exempted hills of exchange, of not 
more than three months’ date, from 
their operation. Some years afterwards 
the laws were repealed in regard to all 
other contracts, hut left in force as to 
all those which relate to land. Hot a 
particle of reason could he given for 
making this extraordinary distinction ; 
hut the “ agricultural mind” was of 
opinion that the interest on mort- 
gages, though it hardly ever came up 
to the permitted point, would come up 
to a still higher point ; and the usury 
laws were maintained that the land- 
lords might, as they thought, be en- 
abled to borrow below the market rate, 
as the corn-laws were kept up that the 
same class might he able to sell corn 
above the market rate. The modesty 
of the pretension was quite worthy of 
the intelligence which could think that 
the end aimed at was in any way for- 
warded by the means used. 

AVith regard to the “prodigals and 
projectors” spoken of by Adam Smith; 
no law can prevent a prodigal from 
ruining himself, unless it lays him or 
his property under actual restraint, 
according to the unjustifiable practice 
of the Roman Law and some of the 
Continental systems founded on it. 
The only effect of usury laws upon a 
prodigal, is to make his ruin rather 
more expeditious, by driving him to a 
disrepntahle class of money-dealers, • 
and rendering the conditions more 
onerous by the extra risk created by 
the law. As for projectors, a term, in 
its unfavourable sense, rather unfairly 
applied to every person who has a 
project ; such laws may put a veto 
upon the prosecution of the most pro- 
mising enterprise, when planned, as it 
generally is, by a person who does not 
possess capital adequate to its success- 
ful completion. Many of the greatest 
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improvements were at first looked 
shyly on by capitalists, and had to waLi 
long before they found one sufficiently 
adventurous to he the first in a new 
path: many years elapsed before Ste- 
phenson could convince even the en- 
terprising mercantile puhlic: of Liver- 
pool and. Manchester, of the advantage 
of substituting railways for turnpike- 
roads ; and plans on wnich great labour 
and large sums have been expended 
with little visible result, (the epoch in 
their progress when predictions of 
failure are most rife,) maybe indefi- 
nitely suspended, or altogether dropped, 
and the outlay all lost, if* when the 
original funds are exhausted, the law 
will not allow more to be raised on the 
terras on which people are willing tc 
expose it to the chances of an enter^ 
prise not yet secure of success. 

§ 3. Loans are not the only kind of* 
contract, of which governments have 
thought themselves qualified to regu- 
late the conditions .better than the 
persons interested. There is scarcely 
any commodity which they have not, 
at some place or tiine, endeavoured to 
make either dearer or cheaper than it 
would he if left to itself. The most 
plausible case for artificially cheapen- 
ing a commodity, is that of food. The 
desirableness of the object is in this 
case undeniable. But since the ave- 
rage price of food, like that of other 
things, conforms to the cost of produc- 
tion with the addition of the usual 
profit ; if this price is not expected by 
the farmer, he will, unless compelled 
bylaw, produce no more than he re- 
quires for his own consumption : and 
the law therefore, if absolutely deter- 
mined to have food cheaper, must sub- 
stitute, for the ordinary motives to 
cultivation, a system of penalties. If 
it shrinks from doing this, it has no 
resource hut that of taxing the whole 
nation, to give a bounty or premium to 
the grower or importer of corn, thus 
giving everybody cheap bread at the 
expense of all: in reality a largess to 
those who do not pay taxes, at the ex- 
pense of those who do ; one of the forms 
of a practice essentially had, that of 
converting the working classes into 
0 0 
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UOTOiMiig classes by making tkem a 
present of subsistence. 

It is not however so much the gene- 
ral or average price of food, as its 
occasional high price in times of emer- 
gency, wbicb governments have studied 
to reduce. In some cases, as for ex- 
ample the famous “maximum” of the 
revolutionary government of 1793, the 
compulsory regulation was an attempt 
by the ruling powers to counteract the 
necessary conseg[uences of their own 
acts; to scatter an indefinite abun- 
dance of the circulating medium with 
one hand, and keep down prices with 
the other ; a thing manifestly impos- 
sible under any regime except one of 
unmitigated terror. In case of actual 
scarcity, governments are often urged, 
as they were in the Irish emergency of 
1847, to take measures of some sort 
for moderating the price of food. But 
the price of a thing cannot be raised 
by deficiency of supply, beyond what 
is sufficient to make a corresponding 
reduction of the consumption ; and if a 

f ovemment prevents this reduction 
'om being brought about by a rise of 
price, there remains no 'mode of effect- 
ing it unless hy taking possession of 
ali the food, and serving it out in 
rations, as in a besieged town. In a 
real scarcity, nothing can afford gene- 
ral relief, except a determination hy 
the richer classes to dimmish their own 
consumption. If they buy and consume 
their usual quantity^ of food, .and con- 
tent themsmves with giving money, 
they do no good. The price is forced 
np until the poorest competitors have 
no longer the means of competing, and 
the privation of food is thrown exclu- 
sively upon the indigent, the other 
classes being only affected pecuniarily. 
"When the supply is insufficient, some- 
body must consume less, and if eveiy 
rich person is determined not to he that 
somebody, all they do by subsidizing 
their poorer competitors is to force up 
the price so much the higher, with no 
effect hut to enrich the corn-dealers, 
the very reverse of what is desired by 
those who recommend such measures. 
Ah that governments can do in these 
emergencies, is to counsel a general 
moderation in consumption, and to in- 


terdict such kinds of it as are not of 
primary importance. Direct measures 
at the cost of the state, to procure food 
from a distance, are expedient when 
from peculiar reasons the thing is not 
likely to he done hy private speculation. 
In any other case they are a great 
error. Private speculators will not, in 
such cases, venture to compete with 
the government; and though a govern- 
ment can do more than any one mer- 
chant, it cannot do nearly so much as 
ah merchants. 

§ 4. Governments, however, are 
oftener chargeable with having at- 
tempted, too successfully, to make 
things dear, than with having aimed 
hy wrong means at making them 
cheap. The usual instrament for pro- 
ducing artificial dearness is monopoly. 
To confer a monopoly upon a producer 
or dealer, or upon a set of producers or 
dealers not too numerous to combine, 
is to give them the power of levjung 
any amount of taxation on the public, 
for their individual benefit, which will 
not make the public forego the use of 
the commodity. When the sharers in 
the monopoly are so numerous and so 
widely scattered that they are pre- 
vented from combining, the evil is 
considerably less : hut even then the 
competition is not so active among a 
limited, as among an unlimited num- 
ber. Those who feel assured of a fair 
average proportion in the general 
business, are seldom eager to get a 
larger share, by foregoing a portion of 
their profits . A limitation of competi- 
tion, however partial, may have mis- 
chievous effects quite disproportioned 
to the apparent cause. The mere ex- 
clusion of foreigners, from a branch of 
‘industry open to the free competition 
of every native, has been known, even 
in England, to render that branch a 
conspicuous exception to the general 
industrial energy of the country. The 
silk manufacture of England remained 
far behind that of other countries of 
Europe, so long as ihe foreign fabrics 
were prohibited. In addition to the 
tax levied for the profit, real or imagi- 
nary, of the monopolists, the consumer 
; thus pays an additional tax for their 
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laziness and incapacity. When re- 
lieved from the immediate stimnins of 
competition, , producers and dealers 
grow indifferent to the dictates of their 
Stimate pecuniary interest ; preferring 
to the most hopeful prospects, the pre- 
sent ease of adhering to routine. A 
person who is. already thriving, seldom 
puts himself out of his way to com- 
mence even a lucrative improvement, 
unless urged by the additional motive 
of fear lest some rival should supplant 
him hy getting possession of it before 
Lim. 

The condemnation of monopolies 
ought not to extend to patents, by 
which the originator of an improved 
process is allowed to enjoy, for a limited 
period, the exclusive privilege of nsing 
his own improvement. This is not 
making the commodity dear for his 
benefit, hut merely postponing a part 
of the increased cheapness which the 
public owe to the inventor, in order to 
compensate and reward him for the 
service. That he ought to he both 
compensated and rewarded for it, will 
not he denied, and also that if all were 
at once allowed to avail themselves of 
his ingenuity, without having shared 
the labours or the expenses which he 
had to incur an bringing his -idea into 
a practical shape, either such expenses 
and labours would !he undergone by 
nobody, except veiy opulent and very 
public-spirited persons, or the state 
must put a value on the service ren- 
dered by an inventor, and make him_ a 
pecuniary grant. This has been done 
in some instances, and may be done 
without inconvenience in cases of very - 
conspicuous public benefit; but in 
general an exclusive privilege, of tem- 
porary duration, is preferable ; because 
it leaves nothing to any one’s :dfo- 
cretion; because the reward conferred 
by it depends upon the invention’s 
being found useful, and the greater the 
usefoilness the greater the reward ; and 
because it is paid by the very persons 
to whom the service is rendered, the 
consumers of the commodity. So de- 
cisive, indeed, are those considerations, 
that if the system of patents were 
abandoned for that of rewards by the 
state, the best shape which these could 


assume would be .that . of a smalltem- 
poraiy tax, imposed for the inventor’s 
benefit, on all persons making use of 
the invention. To this, however, or to 
any other system which would vest in 
the state the power of deciding whether 
an inventor should derive any pecu- 
niary advantage from the public benefit 
which he confers, the objections are 
evidently stronger and more fanda- 
mental than the strongest which can 
possibly he urged against patents. It 
is generally admitted that the present 
Patent Laws need much improvement ; 
hut in this case, as well as in the 
closely analogousmne of Copyright, it 
would he a gross immorality in the law ■ 
to set everybody free to use a person’s 
work without Lis consent and without 
giving Mm an equivalent. I have 
seen with real alarm several recent 
attempts, in quarters carrying some 
authority, to impugn the principle of 
patents . altogether ; attenapts which, if 
practically successful, would enthrone 
free stealing under the prostituted 
name of free trade, and make the men 
of brains, still more than at present, 
the needy retainers and dependents of 
the men of money-bags. 

§ 5. I pass to another kind of gn- 
verninent interference, in which the 
end and the means are alike odious, 
hut which existed in England until 
not so much as a generation .ago, and 
in Prance up to the year 1864. I 
mean the laws against combinations 
of workmen to raise wages ; laws en- 
acted and maintained for the declared 
purpose of keeping wages low, . as the 
famous Statute of Labourers was passed 
by. a legislature of employers, to pre- 
vent the labouring class, when its 
numbers had been thinned by a pesti- 
lence, from taking advantage of the 
diminished competition to obtain higher 
wages. Such laws exhibit the infernal 
spirit- of the slave master, when to re- 
tain the working classes in avowed 
♦slavery has ceased to be practicable. 

If it were possible for the working 
classes, .by combining among them-, 
selves, to raise nr keep up the general 
rate of wages, it needs hardly he said 
that this would he a thing not to he 
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punislied, Put to Pe welcomed and re- 
joiced at. Unfortunately the effect is 
quite Peyond attainment Py such 
means. The multitudes who compose 
the working class are too numerous 
and too widely scattered to combine at 
alh much more to combine effectually. 
If they could do so, they might doubt- 
less succeed in diminishing the hours 
of dabour, and obtaining the same 
wages for less work. But if they 
aimed at obtaining actually higher 
wages than the rate fixed by demand 
and supply — the rate which distributes 
the whole circulating capital of the 
country among the entire working po- 
pulation— this could only be accom- 
plished by keeping a pai-t of their 
number permanently out of employ- 
ment, As support from public charity 
would of course be refused to those 
who could get work and would not 
accept it, they would be thrown for 
support upon the trades union of which 
they were members;^ and' the work- 
people collectively would be no better 
off than before, having to support the 
same numbers out of the same aggre- 
gate wages. In this way, however, 
the class would have its attention for- 
cibly drawn to the fact of a superfluity 
of numbers, and to' the necessity, if 
they would have high wages, of pro- 
portioning the supply of labour to the 
demand. 

Combinations to keep up wages 
are sometimes successful, in trades 
where the workpeople are few in num- 
ber, and collected in a small number of 
local centres. It is questionable if com- 
binations ever had the smallest effect 
on the permanent remuneration of spin- 
ners or weavers ; but the journeymen 
type-founders, by a close combination, 
are able, it is said, to keep up a rate of 
wages much beyond that which is usual 
in employments of equal hardness and 
skill ; and even the tailors, a much more 
numerous class, are understood to have 
had, to some extent, a similar success. 
Arise of wages, thus confined to par- + 
tioular employments, is not (like a rise 
of general wages) defrayed from profits, 
but raises the value and price of the 
particular article, and falls on the con- 
Bumer^ the capitalist who produces the 


commodity being only injured in so far 
as the high price tends to narrow the 
market; and not even then, unless it 
does so in a greater ratio than that of 
the rise of price : for though, at higher 
wages, he employs, with a given capital, 
fewer workpeople, and obtains less of 
the commodity, yet, if he can sell the 
whole of this diminished quantity at 
the higher price, his profits are as great 
as before. 

This partial rise of wages, if not 
gained at the expense of the remainder 
of the working class, ought not to he 
regarded as an evil. The consumer, 
indeed, must pay for il ; hut cheapness 
of goods is desirable only when the 
cause of it is that their production 
costs little labour, and not when occa- 
sioned by that labour’s being ill remu- 
nerated. It may appear, indeed, at 
first sight, that the high wages of the 
type-founders (for example) are ob- 
tained at the general cost of the labour- 
ing class. This high remuneration 
either causes fewer persons to find enir 

^ nt in the trade, or, if not, must 
the investment of more capital 
in it, at the expense of other trades : 
in the first case, it throws an additional 
number of labourers on the general 
market; in the second, it withdraws 
from that market a portion of the de- 
mand: effects, both of which are inju- 
rious- to the working classes. Such, 
indeed, would really be the result of a 
successful combination in a particular 
trade or trades, for some time after its 
formation ; hut when it is a permanent 
thing, the principles so often insisted 
upon in this treatise, show that it can 
have no such effect. The habitual 
earnings of the working classes at large 
can be affected by nothing hut the 
habitual requirements of the labouring 
people : these indeed may be altered, 
but while they remain the same, wages 
never fall permanently below the stan- 
dard of these requirements, and do not 
long remain above that standard. If 
there had been no combinations in par- 
ticular trades, and the wages of those 
trades had never been kept above the 
common level, there is no reason to 
suppose that the common level would 
have been at all higher than it now is. 
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Hiere would merely liave been a greater 
number of people altogether, and a 
smaller number of exceptions to tbe 
ordinary low rate of wages. 

If, therefore, no improvement were 
to be hoped for in tbe general circum- 
stances of tbe working classes, tbe suc- 
cess of a portion of them, however small, 
in keeping their wages by combination 
above tbe market rate, would be wholly 
a matter of satisfaction. But when 
tbe elevation of the character and con- 
dition of the entire body has at last 
become a thing not beyond tbe reach 
of rational effort, it is time that tbe 
better paid classes of skilled artisans 
should seek their own advantage in 
common with, and not by tbe exclusion 
of, their fellow labourers. While they 
continue to fix their hopes on hedging 
themselves in against competition, and 
protecting their own wages by shutting 
out others from access to their employ- 
ment, nothing better can be expected 
from them than that total absence of 
any large and generous aims, that al- 
most open disregard of all other objects 
than high wages and little work for 
their own small body, which were so 
deplorably evident in the proceedings 
and manifestoes of the Amalgamated 
Society of Engineers during their quar- 
rel with their employers. Success, even 
if attainable, in raising up a protected 
class of working people, would now he 
a hindrance, instead of a help, to the 
emancipation of the working classes at 
large. 

But though combinations to keep up 
wmges are seldom effectual, and when 
effectual, are, for the reasons which I 
have assigned, seldom desirable, the 
right of making the attempt is one 
which cannot he refused to any portic^ 
of the working population without great 
injustice, or without the probability of 
fatally misleading them respecting the 
circumstances wdiich determine their 
condition. So long as combinations to 
raise wages were prohibited by law, 
the law appeared to the operatives to 
he the real cause of the low wages 
which there was no denying that it 
had done its best to produce. Experi- 
ence of strikes has been the best teacher 
of the labouring classes on the subject 


of the relation between wages and the 
demand and supply of labour : and it 
is most important that this course of 
instruction should not he disturbed. 

It is a great error to condemn, 
se and absolutely, either trades unions 
or the collective action of strikes. I 
grant that a strike is wrong whenever 
it is foolish, and it is foolish whenever 
it attempts to raise wages above that 
market rate which is rendered possible 
by the demand and supply. But de- 
mand and supply are not physical 
agencies, which thrust a given amount 
of wages into a labourer’s hand without 
the participation of his own will and 
actions. The market rate is not fixed 
for hiin by some self-acting instrument, 
but is the result of bargaining between 
human beings — of what Adam Smith 
calls “the higgling of the market;” 
and those who do not “ higgle” will 
long continue to pay, even over a coun- 
ter, more than the market price for 
their purchases. Still more might poor 
labourers who have to do with rich 
employers, remain long without the 
amount of wages which the demand 
for their labour would justify, unless, 
in vernacular phrase, they stood out for 
it : and how can they stand out for 
terms without organized concert? What 
chance would any labourer have, who 
struck singly for an advance of wages ? 
How could he even know whether the 
state of the market admitted of a rise, 
except by consultation with his fellows, 
naturally leading to concerted action? 
I do not hesitate to say that associa- 
tions of labourers, of a nature similar 
to trades unions, far from being a hin- 
drance to a free market for labour, are 
the necessary instrumentality of that 
free market ; the indispensable means 
of enabling the sellers of labour to 
take due care of their own interests 
under a system of competition. There 
is an ulterior consideration of much 
importance, to which attention was for 
the first time drawn by Professor Faw- 
cett, in an article in the Westminster 
Beview, Experience has length 
enabled the more intelligent trades to 
take a tolerably correct measure of the 
circumstances on which the success of 
a strike for an advance of wages de- 
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pends. The worlcmen are- no'vr nearly’ 
as well infoimed as the master, of the- 
state of the marhet for his commodi- 
ties; they . can calculate his gains and. 
his expenses, they know when his trade 
is' or is not prosperous, and only when 
it is, are they ever again likely to strike' 
for higher wages-; which wages their 
known readiness to strike makes their 
employers for the most part willing, in 
that case, to concede. The tendency, 
therefore, of this state of things is to 
make a rise of wages, in any particular 
trade, usually consequent upon a rise 
of profits, which; as Mr. Fawcett ob- 
serves, is a commencement of that 
regnihir participation of the labourers 
in the profits derived from their labour, 
every tendency to which, for the rea- 
sons stated in a previous chapter,* it 
is so important to encourage, since to 
it we have chiefly to- look for any radi- 
cal improvement in the social and eco- 
nomical relations between labour and- 
capital. Strikes, therefore, and the 
trade societies which render strikes 
possible, are for these various reasons 
not a- mischievous, hut on the contrary, 
a valuable part of the existing ma- 
chinery of society. 

It is; however, an indispensable con- 
dition of tolerating combinations, that 
they should be voluntary. No severity, 
necessary to the purpose, is, too great 
to he employed against attempts- to 
compel workmen ’to join a. union, or 
take part in a strike, by threats or 
violence. Mere moral compulsion, by 
the expression of opinion, the law 
ought not to interfere with ; it belongs 
to more enlightened opinion to restrain 
it, by rectifying the moral sentiments 
of the people. Other questions arise 
when the combination, being voluntaiy, 
proposes to itself objects really con- 
trary to the public good. High wages 
and short hours are generally good ob- 
jects, or, at all events, may be so: but 
in many trades unions, it is among the 
rales^that there shall he no task work, 
or no difference of pay between the 
most expert workmen and the most un- 
skilful,, or that no member of the union 
shall earn more than a certain sum per 
week, in order that there may he more 
* Supra, book v. ebap. vii. 


employment . for the rest'; and the abo^ 
lition of piece work, under more or less 
of modification, held a conspicuous 
place among the demands of t he Amal- 
gamated Society. These are comhina- 
tions- to effect objects which are perni- 
cious. Their success, even when only 
partial, is a public mischief ; and were 
it complete, would: be equal in. magni- 
tude to almost any of the evils aris- 
ing from had economical legislation. 
Hardly anything worse can he said of 
the worst laws on the subject of in- 
dustry and its remuneration, consistent 
with the personal freedom of the la- 
bourer, than that they place the ener- 
getic and the idle, the skilful and the 
incompetent, on a level: and this, in 
so far as it is in itself possible, it is 
: the direct tendency of the regulations 
of these unions to do. It does not, 
however; follow as a consequence that 
■ the law would be warranted in making 
to formation of such associations il- 
legal and punishable. Independently 
of all considerations of constitutional 
liberty, the best interests of the hu- 
man race imperatively require that 
all economical experiments, voluntarily 
undertaken, should have the fullest 
license, and that force and fraud should 
be the only means of attempting to 
benefit themselves, which are inter- 
dicted to the less fortunate classes of 
the community .f 

§ 6^ Among the modes of undue 
exercise of the power of government, 
on which I have commented in this 

t Wlioever desires to understand tbe ques- 
tion of Trade Combinations as seen from the 
point of view of the working people, should 
make himself acquainted with a pamphlet 
published in 1860 , under the title “ Trades 
Onions and Strikes, their Philosophy and 
Intention, by T. J. Dunning, Secretary to 
the London Consolidated Society of Book- 
binders.” There are many opinions in this 
able tract in which I only partially, and some 
in which I do not at all, coincide. But there 
are also many sound arguments, and an in- 
structive exposure of the common fallacies 
of opponents. Headers of other classes will 
see with surprise, not only how great a por- 
tion of truth the Unions have on their side, 
but how much less flagrant and eondemnahle 
even their errors appear, when seen under 
the aspect in which it is only natural that 
the working classes should themselves regard 
them. 
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cliapter, I Lave included only sucli as 
I'est on tlleories wliicli have still more 
or less of footing in. the most en- 
lightened countries. I have not spoken 
of some which have done still greater 
mischief in times not long past, hut 
which are now generally given, up, at 
least in theory, though enough of them 
still remains in practice to make it im- 
possible as: yet to class them among 
exploded errors. 

The notion, for examplej that a go- 
vernment should: choose opinions for 
the people, and, should, not; sutler any 
doctrines in: politics, morals, law, or 
religion, hut such as it approves^ to he 
printed or publicly professed, maybe 
said to he altogether abandoned as a 
general thesis. It is now well under- 
stood that a regime of this sort is. fatal 
to^ all pmsperity, even of an econo- 
mical kind : that the human mind, 
when prevented either by fear of the 
law or by fear of opinion from exer- 
cising its faculties freely on the most 
important subjects, acquires a general 
torpidity and imbecility, by which, 
when they reach a certain point, it is 
disqualified from making any consi- 
derable advances even in the common 
affairs of life, and which, when greater 
still, make it gradually lose even its 
revious attainments. There cannot 
0 a more decisive example than Spain 
and Portugal, for two centuries after 
the Eeformation. The decline of those 
countries in national greatness, and 
even in material civilization, while al- 
most all the other nations of Europe 


were uninterruptedly advancing, has 
been ascribed to various causes, hut 
there is one which lies at the founda- 
tion of them all: the Holy Inquisi- 
tion, and the system of mental slavery 
of which it is the symbol. 

^ Yet although these truths are very 
widely recognised, and freedom both of 
opinion and of discussion is admitted 
as an axiom in all free countries, this 
apparent liberality and tolerance has 
acquired so little of the authority of a 
principle, that it is always ready to 
give way to the dread or horror in- 
spired by some particular sort of 
opinions.. Within the last ten or 
fifteen years several individuals have 
sufiered imprisonment, for the public 
profession, sometimes in a very tem- 
perate manner, of disheh'ef in religion ; 
and it is probable that both the public 
and the government, at the first panic 
which arises on the subject of Chartism 
or Communism, will fly to similar 
means for checking the propagation of 
democratic or anti-property doctrines. 
In this countiy, however, the effective 
restraints on mental freedom proceed 
much less from the law or the govern- 
ment, than from the intolerant temper 
of the national mind arising no longer 
from even as respectable -a source as 
bigotiy or fanaticism, but rather from 
the general habit, both in opinion and 
conduct, of making adherence to cus- 
tom the rule of life, •aud enf re mg it, 
by social penalties, against ah persons ^ 
who, without a party to back them,* 
assert their individual independence. 


CHAETEE XI. 


fi-E THE GEOUXDS AX3> LIMITS OP THE LAISSER-PAIEE OR 
NON-INTBEPEBENCB PEINCIPLE. 


§ 1. We have now reached the last 
part of our undertaking; the discus- 
sion, so far as suited to this treatise 
(that is, so lar as it is a question of 
principle, not detail) of the limits of 
the province of government ; the ques- 


tion, to what objects governmental 
intervention in the affairs of society 
may or should extend, ..over and above 
those which necessarily appertain to 
it. Ho subject has been more keenly 
contested in the present age : the con- 
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test, however, has chiefly taken place 
round certain select points, with only 
flying excursions into the rest of the 
fieli Those indeed who have dis- 
cussed any^ particular (Question of go- 
vernment interference, such as state 
education (spiritual or secular), regu- 
lation of hours of labour, a public pro- 
vision for the poor, &o., have often 
dealt largely in general arguments, far 
outstretching the special application 
made of them, and have shown a suffi- 
ciently strong Bias either in favour of 
letting things alone, or in favour of 
meddling; but have seldom declared, 
or apparently decided in their own 
minds, how far they would carry either 
principle. The supporters of inter- 
ference have been content with assert- 
ing a general right and duty on the 
part of government to intervene, wher- 
ever its intervention would be useM : 
and when those who have been called 
the laisser-faire school have attempted 
any definite limitation of the province 
of government, they have usually re- 
stricted it to the protection of person 
and property against force and fraud; 
a definition to which neither they nor 
any one else can deliberately adhere, 
since it excludes, as has been shown 
in a preceding chapter,* some of the 
most indispensable, and unanimously 
recognised; of the duties of govern- 
ment. 

Without professing entirely to sup- 
ply this deficiency of a general theory, 
on a question which does not, as 1 
conceive, admit of any universal solu- 
tion, I shall attempt to afford some 
little aid towards the resolution of this 
class of questions as they arise, by 
examining, in the most general point 
of view in which the subject can be 
considered, what are the advantages, 
and what the evils or inconveniences, 
of government interference. 

we miist set out by distinguishing 
between two kinds of intervention by 
the government, which, though they 
may relate to the same subject, differ 
widely in their nature and effects, and 
require, for their justification, motives 
of a very different degree of urgency. 
The intervention may extend to con- 
* Supra, bookv. ch.i* 


trolling the free agency of individuais. 
Government may interdict all persons 
from doing certain things ; or from 
doing them without its authorizatiou ; 
or may prescribe to them certain things 
to he done, or a certain manner of 
doing things which it is left optional 
with them to do or to abstain from. 
This is the authoritative interference- 
of government. There is another kind 
of intervention which is not authori- 
tative : when a government, instead 
of issuing a command and enforcing it 
by penalties, adopts the course so 
seldom resorted to by governments, 
and of which such important use might 
be made, that of giving advice, and 
promulgating information ; or when, 
leaving individuals free to use their 
own means of pui’suing any object of 
general interest, the government, not 
meddling with them, hut not trusting 
the object solely to their care, esta- 
blishes, side by side with their ar- 
rangements, an agency^ of its own for 
a like purpose. Tmus, it is one thing 
to maintain a Church Establishment, 
and another to refuse toleration to- 
other religions, or to persons professing 
no religion. It is one thing to provide 
schools or colleges, and another to- re- 
quire that no person shall act. as an 
instructor of youth -without' a govern- 
ment license. There might he a na- ’ 
tional hank, or a government manu- 
factory, without any monopoly against 
pi’ivate banks and manufactories. 
There might he a post-office, without 
penalties against the conveyance of let- 
ters by other means. There maybe a 
corps of government engineers for 
civil purposes, while the profession of 
a civil engineer is free to be adopted 
by every one. There may be public 
h^pitals, without any restriction iiporn 
private medical or surgical practice. 

§ 2. It is evident, even at first 
sight, that the authoritative form of 
government intervention has a much 
more limited sphere of legitimate ac- 
tion than the other. It requires a. 
much stronger necessity to justify it. 
in any case; while there are large 
departments of human life froin which 
it must be unreservedly and imperi- 
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ou% excluded. Whatever tlieoiy we 
adopt respecting tlie foundation of the 
social unionj and under whatever po- 
litical institutions we live, there is a 
circle around every individual human 
being, which no government, he it that 
of one, of a few, or of the many, ought 
to he permitted to overstep : there is a 
part of the life of eveiy person who 
has come to years of discretion, within 
which the individuality of that person 
ought to reign uncontrolled either hy 
any other individual or hy the public 
collectively. That there is, or ought 
to he, some space in human existence 
thus entrenched around, and sacred 
from authoritative intrusion, no one who 
professes the smallest regard to human 
freedom or dignity will call in question: 
the point to be determined is, where 
the limit should be placed ; how large 
a province of human life this reserved 
territory should include. I apprehend 
that it ought to include all that part 
which concerns only the life, whether 
inward or outward, of the individual, 
and does not affect the interests of 
others, or affects them only through 
the moral influence of example. With 
respect to the domain of the inward 
consciousness, the thoughts and feel- 
ings, and as much of external conduct 
as is personal only, involving no con- 
sequences, none at least of a painful or 
injurious kind, to other people ; I hold 
that it is allowable in all, and in the 
more thoughtful and cultivated often a 
duty, to assert and promulgate, with 
all the force they are capable of, their 
opinion of what is good or had, admi- 
rable or contemptible, hut not to com- 
pel others to conform to that opinion ; 
whether the force used is that of extra- 
legal coercion, or exerts itself by means 
of the law. * 

Even in those portions of conduct 
w^hich do affect the interest of others, 
the onus of making out a case always 
lies on the defenders of legal prohi- 
bitions. It is not a merely constructive 
or presumptive injury to others, which 
will justify the interference of law with 
individual freedom. To be prevented 
from doing what one is inclined to, or 
from acting according to one’s own 
judgment of what is desirahle, is not 


only always irksome, hut always tends, 
pro tanto, to starve the development 
of some portion of the bodily or mental 
faculties, either sensitive or active ; 
and unless the conscience of the indi- 
vidual goes freely with the legal re- 
straint, it partakes, either in a great 
or in a small degree, of the degrada- 
tion of slavery. Scarcely any degree 
of utility, short of absolute necessity, 
will justify a prohibitory regulation, 
unless it can also he made to recom- 
mend itself to the general conscience ; 
unless persons of ordinary good inten- 
tions either believe already, or can he 
induced to believe, that the thing pro- 
hibited is a thing which they ought 
not to wish to do. 

It is otherwise with governmental 
interferences which do not restrain in- 
dividual free agency. When a govern- 
ment provides means for fulfilling a 
certain end, leaving individuals .free to 
avail themselves of different means if 
in their opinion preferable, there is no 
infringement of liberty, no irksome or 
degrading restraint. One of the prin- 
cipal objections to government inter- 
ference is then absent. There is, how- 
ever, in almost all forms of government 
agency, one thing which is compulsory ,* 
the provision of the pecuniary means. 
These are derived from taxation ; or, 
if existing in the form of an endow- 
ment derived from public property, 
they are still the ca«se of as much 
compulsory taxation as the sale or the 
annual proceeds of the property would 
enable to be dispensed with.-* And 
the objection necessarily attaching to 
compulsory contributions, is almost al- 
ways greatly aggravated by the ex- 
pensive precautions and onerous re- 
strictions, which ai’e indispensable to 
prevent evasion of a compulsory tax. 

* The only cases in ■which government 
agency involves nothing of a compulsory 
nature, are the rare cases in which, without 
any artificial monopoly, it pays its own ex- 
penses. A bridge built with public money, 
on which tolls are coUeeted, suilicient to pay 
not only all current expenses, but the inte- 
rest of the original outlay, is one ease in 
point. The government railways in Belgium 
and Germany are another e.xample. The 
Post Office, if its monopoly were abolished, 
and it still paid its expenses, would he 
another. 
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§ 3. A second general objection to 
gOYernment agency, is that every in- 
crease of the functions^ devolving on 
the government is an increase of its 
power, both in the form of anthority, 
and still more, in the indirect form of 
influence. The importance of this con- 
sideration, in respect to political free- 
dom, has ill general been quite suffi- 
ciently recognised, at least in Eng- 
land ; but many, in latter times, have 
been prone to think that limitation of 
the powers of the government is only 
essential when the government itself: 
is badly constituted ; wffien it does not j 
represent the people, but is the organ 
of a class, or coalition of classes.: and 
that a government of sufficiently popu- 
lar constitution might be trusted with 
any amount of power over the nation, 
since its power would be only that of 
the nation over itself. This might be 
true, if the nation, in such casesj did 
not practically mean a mere majority 
of the nation, and if minorities- were 
only capable of oppressing, but not of 
being oppressed. Experience, however, 
proves that, the depositaries of power 
■who are mere delegates of the people, 
that is of a majority, are quite as 
read}^ (-when they think they can count 
on popular support) as any organs of 
oligarchy, to assume arbitrary power, 
and encroach unduly on the liberty of 
private life. The public collectively is 
abundantly re adwh to impose, not only 
its generally narrow views of its inte- 
rests, but its abstract opinions, and 
even its tastes, as laws binding upon 
individuals. And the present civiliza- 
tion tends so strongly to make the 
power of persons acting in masses the 
only substantial power in society, that 
there never was more necessity for 
surrounding individual independence 
of thought, speech, and conduct, -vuth 
the most powerful defences, in order to 
maintain that originality of mind and 
individuality of character, which are 
the only source of any real progress, 
and of most of the qualities which 
make the human race much superior 
to any herd of animals. Hence it is 
no less important in a democratic than 
in any other government, that all ten- 
dency on the part of public authorities 


to stretch their interference, and as- 
sume a power of any sort which can 
easily he dispensed with, should he re- 
garded with unremitting jealousy. 
Perhaps this is even more important 
in a democracy than in any other form 
of political society; because, where 
public opinion is sovereign, an indi- 
vidual who is oppressed by the sove- 
reign does not, as in most other states 
of things, find a rival power to which 
he can appeal for relief, or, at all events, 
for sympathy . 

§ 4. A third general objection to 
government agency, rests on the prin- 
ciple of the division of labour. Every 
additional function undertaken by the 
government, is a fresh occupation im- 
posed upon a body already overcharged 
with duties. A natural consequence 
is: that most things are ill done ; much 
not done at all, because the govern- 
ment is not able to do it without 
delays which are. fatal to its purpose ; 
that the more troublesome, and less 
showy, of the functions undertaken, 
are postponed or neglected, and an ex- 
cuse is always ready for the neglect; 
while the heads of the administration 
have their minds so fully taken up with 
official details, in however perfunctory 
a manner superintended, that they ' 
have no time or thought to spare for 
the great interests of the state, and the 
preparation of enlarged measures of 
social improvement. 

But these inconveniences, though 
real and serious, result much more 
from the bad organization of govern- 
ments, than from the extent and va- 
riety of the duties undertaken by them. 
Government is not a name for some 
one functionary, or definite number of 
functionaries : there . may be almost 
any amount of division of labour within 
the administrative body itself. The 
evil in question is felt in great magni- 
tude upder some of the governments of 
the Continent, whei^e six or eight men, 
living at the capital and known by the 
name of ministers, demand tliat the 
whole public business of the country 
shall pass, or he supposed to pass, 
under their individual eye. But the 
incenvenience would be reduced to a 
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very manageaMe compassj in a Gonntiy 
in winch there was a proper distri- 
bution of functions between the central 
, and local officers of government, and 
in which the central body was divided 
into a sufficient number of departments. 
When Parliament thought it expedient 
to confer on the government an in- 
specting and partially controlling au- 
thority over railways, it did not add 
railways^ to the department of the 
Home Minister, hut created a Eailway 
Board. When it determined to have a 
central superintending authority for 
pauper administration, it established 
the Poor Law Commission. There are 
few countries in which a greater num- 
ber of functions are discharged by pub- 
lic officers, than in some states of the 
American Union, particularly the Kew 
England States : hut the dmsion of 
labour in public husiness is extreme ; 
most of these officers being not even 
amenable to any common superior, hut 
performing their duties freely, under 
the double check of election by their 
townsmen, and civil as well as criminal 
responsibility to the tribunals. 

It is, no doubt, indispensable to good 
government that the chiefs of the ad- 
ministration, whether permanent or 
temporary, should extend a command- 
ing, though general, view over the 
aggregate of all the interests confided, 
in any degree, to the responsibility of 
the central power. But with a skilful- 
internal organization of the adminis- 
trative machinej leaving to subordi- 
nates, and as far as possible to local 
subordinates, not only the execution, 
but to a great degree the control, of 
details ; holding them accountable for 
the results of their acts rather than for 
the acts themselves, except where these ^ 
come within the cognizance of the tri- 
bunals ; taking the most effectual secu- 
rities for honest and capable appoint- 
ments ; opening a broad path to 
promotion from the inferior degrees of 
the administrative scale to the supe- 
rior ; leaving, f ^ the func- 

tionary, a wider range in the origina- 
tion of measures, so that, in the highest 
grade of all, deliberation might he con- 
centrated on the great collective inte- 
rests of the country in each depart- 


ment;: if all this were: done, the 
government would not probably he 
overbnrthened by any business, in other 
respects fit to be undertaken by it;, 
though the overhurthening would p- 
main as a serious addition to the in- 
conveniences incurred by its under- 
taking any which was unfit. 

§ 6. But though a better organiza^ 
tion of governments would greatly ' 
diminish the force of the ohjectioii to 
the mere multiplication of their duties, 
it would still remain true that in all the 
more advanced communities, the great 
majority of things are worse done by 
the intervention of government, than 
the individuals most interested in the 
matter would do them, or cause them 
to he done, if left to themselves. The 
grounds of this truth are expressed 
with tolerable exactness in the popular 
dictum, that people understand their' 
own husiness and their own intei'ests 
better, and care for them more, than 
the government does, or can he ex- 
pected to do. This maxim holds true 
throughout the greatest part of the 
business of life, and wherever it is true 
we ought to condemn every kind of 
go vernment intervention that conflicts 
with it. The inferiority of government 
agency, for example, in any of the 
common operations of industry or com- 
merce, is proved by the fact, that it is 
hardly ever able to maintain itself 
in equal competition with individual 
agency, where the individuals possess 
the requisite degi-ee of industrial enter- 
prise, and cam command the necessarj 
assemblage of means. All the facili- 
ties which a government enjoys of 
access to information ; all the means 
which it possesses of remunerating, 
and therefore of commanding, the best 
available talent in the market — are 
not an equivalent for the one great 
disadvantage of an inferior interest in 
the result. 

It must be remembered, besides, 
that even if a government were supe- 
rior in intelligence and knowledge to 
any single individual in the nation, it 
must be inferior to all the individuals 
of the nation taken together. It can 
neither possess in itself, nor enlist in 
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its service, more than a portiot of the 
acquirements and capacities which the 
country contains, applicable to any 
given purpose. There must be many 
persons equally qualified for the work 
with those whom the government em- 
ploys, even if it selects its instruments 
with no reference to any consideration 
but their fitness. Now these are the 
very persons into whose hands, in the 
cases of most common occurrence, a 
system of individual agency naturally 
tends to throw the work, because they 
are cajpable of doing it better or on 
cheaper terms than any other persons. 
So far as this is the case, it is evident 
that government, by excluding or even 
by superseding individual agency, 
either substitutes a less qualified in- 
strumentality for one better qualified, 
or at any rate substitutes its own mode 
of accomplishing the work, for all the 
variety of modes which wonld he tried 
hy a number of equally qualified per- 
sons aiming at the same end; a com- 
petition by many degrees more pro- 
pitious to the progress of improvement, 
than any uniformity of system. 

§ 6. I have reserved for the last 
place one of the strongest of the 
reasons against the extension of go- 
vernment agency. Even if the govern- 
ment could comprehend within itself, 
in each department, all the most emi- 
nent intellectu^i capacity and active 
talent of the nation, it would not he 
the less desirable that the conduct of a 
large portion of the affairs of society 
should be left in the hands of the 
persons immediately interested in them. 
The business of life is an essential part 
of the practical education of a people ; 
without which,' hook and school in- 
struction, though most necessary and 
salutary, does not suffice to qualify 
them for conduct, and for the adapta- 
tion of means to ends. Instruction is 
only one of the desiderata of mental 
improvement; another, almost as in- 
dispensable, is a vigorous exercise of 
the active energies ; labour, contriv- 
ance, judgment, self-control : and the 
natural stimulus to these is the diffi- 
culties of life, This doctrine is not to 
bo confounded with the complacent , 


optimism, which represents the evils 
of life as desirable things, because they 
call forth qualities adapted to combat 
with evils. It is only because the dif- 
ficulties exist, that the qualities which 
combat with them are of any value. 
As practical beings it is our business 
to free human life from as many as 
ossible of its difficulties, and not to 
eep up a stock of them as hunters 
preserve game, for the exercise of pur- 
suing it. But since the need of active 
talent and practical judgment in the 
affairs of life can only he diminished, 
and nqt,^ even on the most favourable 
supposition, done away with, it is im- 
portant that those endowments should 
be cultivated not merely in a select 
few, but in all, and that the cultivation 
should he more varied and complete 
than most persons are able to find in 
the narrow sphere of their merely indi- 
vidual interests. A people among 
whom there is no habit of spontaneous 
action for a collective interest — ^who 
look habitually to their government to 
command or prompt them in all matters 
of joint concern— who expect to have 
everything done for them, except what 
can he made an affair of mere habit 
and routine — have their faculties only 
half developed; their education is de- 
fective in one of its most important 
branches. 

Not only is the cultivation of the 
active faculties by exercise, diffiised 
through the whole community, in itself 
one of the most valuable of national 
possessions: it is rendered, not less, 
but more, necessary, when a high de- 
gree of that indispensable culture is 
systematically kept up in the chiefs 
and functionaries of the state. There 
^annot he a combination of circiim- 
! Stances more dangerous to human wel- 
fare, than that in which intelligence 
and talent are maintained at a high 
standard within a governing corpora- 
tion, but starved and discouraged out- 
side the pale. Such a system, more 
completely than any other, embodies 
the idea of despotism, by arming with 
intellectual superiority as an additional 
weapon, those who have already the 
legal power. It approaches as nearly 
as the organic difi’erence between 
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human beings and other animals ad- 
mits, to the government of sheep by 
their shepherd, ^thout anything like 
so strong an interest as the shepherd 
has in the thriving condition of the 
flock. The only security against poli- 
tical slavery, is the check maintained 
over governors, by the diffusion of in- 
telligence, activity, and public spirit 
among the governed. Experience 
proves the extreme diffloulty of per- 
manently keeping up a sufficiently high 
standard of those q_ualities; a dimculty 
which increases, as the advance of 
civilization and security removes one 
after another of the hardships, embar- 
rassments, and dangers against which 
individuals had formerly no resource 
but in their own strength, skill, and 
courage. It is therefore of supreme 
importance that all classes of the com- 
munity, down to the lowest, should 
have much to do for themselves ; that 
as great a demand should be made 
upon their intelligence and viitue as it 
is in any respect equal to; that the 
government should not only leave as 
far as possible to their own faculties 
the conduct of whatever concerns 
themselves alone, but should suffer 
them, or rather encourage them, to 
manage as many as possible of their 
joint concerns by voluntary co-opera- 
tion: since this discussion and manage- 
ment of collective interests is the great 
school of that public spirit, and the 
great source of that intelligence of 
public affairs, which are always re- 
garded as the distinctive character of 
the public of free countries. 

A democratic constitution, not sup- 
ported by democratic institutions in de- 
tail, but confined to the central govern- 
ment, not only is not political freedom, 
but often creates a spirit precisely the* 
reverse, carrying down to the lowest 
grade in society the desire and ambi- 
tion of political domination. In some 
countries the desire of the people is 
for not being tyrannized over, but in 
■others it is merely for an equal chance 
io everybody of tyrannizing. Unhap- 
pily this last state of the desires is 
folly as natural to mankind as the 
former, and in many of the conditions 
even of civilized humanity, is far more 
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largely exemplified. In proportion as 
the people are accustomed to manage 
their affairs by their own active inter- 
vention, instead of leaving them to the 
government, their desires will turn to 
repelling tyranny, rather than to tyran- 
nizing : while in proportion as all real 
initiative and direction resides in the 
government, and individnals habitually 
feel and act as under its perpetual 
tutelage, popular institutions develope 
in them not the desire of freedom, but 
an unmeasured appetite for place and 
power ; diverting the intelligence and 
activity of the country from its prin- 
cipal business, to a wretched competi- 
tion for the selfish prizes and the petty 
vanities of office. 

§ 7. The preceding are the prin- 
cipal reasons, of a general character, 
in favour of restricting to the narrowest 
compass the intervention of a public 
authority in the business of the com- 
munity : and few will dispute the more 
than sufficiency of these reasons, to 
throw, in every instance, the burthen of 
making out a strong case, not on those 
who resist, but on those who recom- 
mend, government interference. Let- 
ting alone, in short, should be the 
general practice : every departure from 
it, unless required by some great good, 
is a certain evil. 

The degree in which the maxim, 
even in the cases to which it is most 
manifestly applicable,***1ias heretofore 
been infringed by governments, future 
ages will probably have difficulty in 
crediting. Some idea maybe formed 
of it from the i description by M. 
Dunoyer* of the restraints imposed' on 
the operations of manufacture imder 
the old government of France, by the 
meddling and regulating spirit of legis- 
lation. 

*^The State exercised over manufac- 
turing industry the most unlimited and 
arbitrary jurisdiction. It disposed 
without scruple of the resources of 
manufacturers: it decided who should 
be allowed to work, what things it 
should he permitted to make, what ma- 
terials should be employed, what pro- 

* On the Liberia of Labour, vol. ii. 
pp. 353-4. 
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cesses followed, wliat forms sliould Be 
given to productions. It was :nOt 
enougli to do well, to do Better ; it was 
necessary to do according to the rales. 
Everybody know^s the regulation of 
1670 which prescribed Bo .seize and 
nail to the pillory, with the names of 
the makers, goods not conformable to 
the rules, and which, on a second repe- 
tition of the offence, directed that the 
manufacturers themselves :.should he 
attached also. Not the taste of the 
consumers, but the commands of the 
law must he attended to. Legions of 
inspectors, commissioners, controllers, 
Jurymen, ^ardians, were charged with 
its execution. Machines were broken, 
products were burned when not con- 
formable to the rules : improvements 
were punished; inventors were .fined. 
There were different sets of irules ibr 
goods destined for home consumption ; 
and for those intended for exportation. : 
An artizan could neither choose the 
place in which to establish, himself, nor 
work at all seasons, nor work for -all 
customers. There exists a decree of 
March 30, 1700, which limits to 

eighteen towns the number of places 
where stockings might be woven. A 
decree of June 18, 1723, enjoins the 
manufacturers at Eouen to suspend 
their works from the 1st of July to 
the 15th of Sepfemher, in order to'fa- 
cilitate the harvest. Louis -XIV,, when 
he intended to construct theycolonnade 
of the Louvre, lorbade aU private per- 
sons to employ workmen withont his 
permission, under a penalty of 10,000 
livres, and forbade workmen to work 
for private persons, on pain fortliefirst 
oflence, of imprisonment, and for the 
second, of the galleys.’"' 

That these and similar regulations 
were not a dead letter, and that the 
oifficious and vexatious meddling was 
prolonged down to the French Eevo- 
lution, we have the testimony of 
Boland, the Girondist minister.* “I 
have seen,’’ says he, “eighty, ninety, 
a hundred pieces of cotton or woollen 
stuff cut up, and completely destroyed. 

I have witnessed similar scenes every 
week for a number of years. I have 

* X quote at second hand, from Mr. Carey’s 
on the Bate of Wages^ pp. 195-*6* 


seen manufactured goods confiscated ; 
heavy fines laid on the manufacturers ; 
some pieces of &brio were burnt in 
public places, and at the hours of 
market : others were fixed to the pil- 
lory, with the name of the manufac- 
turer inscribed upon them, and he him- 
self was threatened with the pillory, in 
case of a second offence. All this was 
-done under my eyes, at Eouen, in con- 
formity with existing regulations, or 
ininisterial orders. What crime de- 
served so cruel a punishment ? Some 
defects in the materials employed, or 
in the texture of the fabric, or even in 
some ' of the threads of the warp. 

“I have frequently seen manufac- 
turers visited by a band of satellites 
who put all in confusion in their osta- 
blishments, spread terror in their fami- 
lies, cut the stuffs from the frames, tore 
off the warp from the looms, and car- 
ried them away as proofs of infringe- 
ment; the manufacturers were sum- 
moned, tried, and condemned: their 
goods confiscated; copies of their judg- 
ment of confiscation posted up in every 
public place ; fortune, reputation, credit, 
all was lost and destroyed. And for 
what offence ? Because they had made 
of worsted, a kind of cloth called shag, 
'such as the English used to manufac- 
ture, and even sell in France, while the 
French regulations stated that that 
kind of cloth should be made with mo- 
hair. I have seen ‘other manufacturers 
treated in the same way, because^ they 
had made camlets of a particular 
width, used in England and Germany, . 
for which there was a great demand 
from Spain, Eortugal, and other coun- 
tries, and from several parts of France, 
while the French regulations prescribed 
other widths for camlets.” 

^ The time is gone by, when such ap- 
plications as these of the principle of 
“paternal government” would be at- 
tempted, in even the least enlightened 
country of the European common- 
wealth of nations. In such cases as 
those cited, all the general objections 
to government inteiference are valid, 
and several of them in nearly their 
highest degree. But we must now 
turn to the second part of our task, 
and direct our attention to cases, in 
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wHcli some of those general obj ections 
are altogether absent, while those w’'hich 
can never be got rid of entirely, .are 
overruled by counter-considerations of 
still greater importance. 

We have observed that, as a general 
rule, the business of life is better per- 
formed when those who have an imme- 
diate interest in it are left to take their 
own course, uncontrolled either by the 
mandate of the law or by the meddling 
■of any public functionary. The per- 
sons, or some of the persons, who do 
the work, are likely to be better, judges 
than the government, of the means of 
attaining the particular end at which 
they aim. Were we to suppose, what 
is not very probable, that the govern- 
ment has possessed itself of the best 
knowledge which had been acq_uired up 
to a given time by the persons most 
skilled in the occupatkn ; even then, 
■the individual agents have so much 
stronger and more direct an interest in 
the result, that the means are far more 
likely to be improved and perfected if 
left to their uncontrolled choice. But 
if the workman is generally the best 
selector of means, can it be affiimed 
with the same universalitjr, that the 
consumer, or person served, is the most 
competent judge of the end ? Is the 
buyer always mialified to judge of the 
commodity? If not, the presumption 
in favour of the competition of the 
market does not apply to the ^ case; 
and if the commodity be one, in the ; 
quality of which society has much at 
stake, the balance of advantages may: 
be in favour of some mode and degree 
of intervention, by tbe authorized re- 
presentatives of the collective interest 
of the state. 

§ 8. Now, the proposition that tls 
consumer is a competent judge of the 
commodity, can be admitted only with 
numerous abatements and exceptions. 
He is generally tbe best judge (though 
even this is not true uni versally) of the 
material objects produced for nis use. 
These are destined' to supply some 
physical want, or gratify some taste or 
inclination, respecting which wants or 
inclinations there is no appeal from the 
person who feels them ; or they are the 


means and appliances of some occupa- 
tion, for the use of the persons engaged 
in it, who may he presumed to he 
judges of the things requued in their 
own habitual employment But there 
■are other things of the worth of which 
tbe demand of the market is by no 
means a test; things of which the 
utility does not consist in ministering 
to inclinations, nor in serving the daily 
uses of life, and the want of which is 
least felt where the need is greatest. 
This is peculiarly trae of those things 
which are chiefly useful as tending to 
raise the character . of human beings. 
The uncultivated cannot be competent 
judges .of cultivation. Those who most 
need to he made wiser and better, 
usually desire it least, and if they de- 
sired it, would he incapable of finding 
tbe way to it by their own lights. It 
will continually happen, on the volun- 
tary system, that, the end not being 
desired, the means will not be provided 
at all, or that, the persons rec|uiiing 
improvement having an imperfect or 
altogether erroneous conception of what 
they want, the supply called forth by 
tbe demand of the market will be any- 
thing hut what is really required. Now 
any well-intentioned and tolerably 
civilized government may think witfi- 
out presumption that it does or ought 
to possess a degi’ee of cultivation above 
the average of the community which 
it rules, and that it s lmu ld therefore be 
capable of offering ^tter education 
and better instruction to the people, 
than the greater number of them would 
spontaneously demand. Education, 
therefore, is one of those things which 
it is admissible in principle that a 
government should provide for the 
people. The case is one to which the 
reasons of the non-interference prin- 
ciple do not necessarily or universally 
e^rtend.* 

* In opposition to these opinions, a 
writer, with whom on many points I agree, 
but whose hostility to government interven- 
tion seems to me too indiscriminate and 
unqualified, iff. Dunoyer, observes, that 
instruction, however good in itself, can only 
be useful to the public in so far as they are 
willing to receive it, and that the best proof 
that the instruction is suitable to their 
wants, is its success as a pecuniary enter- 
prise. This argument seems no more oon- 


676 BOOKV. CHAPTEB XL §8. 


AVith. regard to elementary educa- 
tion, the exception to ordinary rules 
may, I conceive, justifiahly be carried 
still further. There are certain primary 
elements and means Of knowledge, 
which it is in the highest degree de- 
sirable that all human beings bom into 
the community should acquire during 
childhood. If their parents, or those 
on whom they depend, have the power 
of obtaining for them this instruction, 
and fail to do it, they commit a double 
breach of duty : towards the children 
themselves, and towards the members 
of the community generally, who are 
all liable to suffer seriously from tbe 
consequences of ignorance and want of 
education in their fellow-citizens. It 
is therefore an allowable exercise of the 
powers of goveimment, to impose on 
parents the legal obligation of giving 
elementary instruction to childrett. This 

elusive respecting instruction for tlie mind, 
than it would be respecting medicine for tbe 
bodj. No medicine will do the patient any 
good, if he cannot be induced to take it ; but 
we are not bound to admit as a corollary 
from this, that the patient will select the 
right medicine without assistance. Is it not 
probable that a recommendation, from any 
quarter which he respects, may induce him 
to accept a better medicine than he would 
spontaneously have chosen? This is, in 
respect to education, the very point in de- 
bate. Without doubt, instruction which is 
so far in advance of the people that they 
cannot be induced to avail themselves of it, 
is to them of no more worth than if it did not 
exist. But betw^n what they spontane- 
ously choose, and what they will refuse to 
accept when offered, there is a breadth of 
interval proportioned to their deference for 
thel recommender. Besides, a thing of which 
the public are had judges, may require to he 
shown to them and pressed on their attention 
for a long time, and to pro re its advantages 
by long experience, before they learn to 
appreciate it, yet they may learn at last j 
wmch they might never have done, if the 
thing had not been thus obtruded upon them 
in act, but only recommended in theory. 
Now, a pecuniary speculation cannot wait 
years, or perhaps generations, for success j 
it must succeedrapidly, or not at all. Another 
consideration which M. Dunoyer seems to 
have overlooked, is, that institutions and 
modes of tuition which never could he made 
sufficiently popular to repay, with a profit, 
the expenses incurred on them, may be in- 
valuable to the many by giving the highest 
quality of education to the few, and keeping 
uptheperpetual succession of superiorminds, 
by whom knowledge is advanced, and the 
community urged forward in civilization. 


however cannot fairly be done, without 
taking measures to ensure that such 
instruction shall be always accessible 
to them, either gratuitously or at a 
trifling expense. 

It may indeed be objected that the 
education of children is one of those 
expenses which parents, even of the 
labouring class, ought to defray ; that 
it is desirable that they should feel it 
incumbent on them to provide by their 
own means for the fulfilment of their 
duties, and that by giving education at 
the cost of others, just as much as by 
giving subsistence, the standard of 
necessary wages is proportionally low- 
ered, and the springs of exertion and 
self-restraint in so much relaxed. This 
argument could, at best, be only valid 
if the question were that of substi- 
tuting a public provision for what indi- 
viduals would otherwise do for them- 
selves; if all parents in the labouring 
class recognised and practised the duty 
of giving instruction to their children 
at their own expense. But inasmuch 
as parents do not practise this duty, 
and do not include education among 
those necessary expenses which their 
wages must provide for, therefore the 
general rate of wages is not high enough 
to hear those expenses, and they must 
be borne from some other source. And 
this is not one of the cases in which 
the tender of help perpetuates the state 
of things which renders help necessary. 
Instruction, when it is really such, does 
not enervate, hut strengthens as well 
as enlarges the active faculties: in 
whatever manner acquired, its effect on 
the mind is favourable to the spirit of 
independence : and when, unless had 
gratuitously, it would not he had at all, 
help in this form has the opposite ten- 
dency to that which in so many other 
cases makes it objectionable ; it is help 
towards doing without help. 

In England, and most European 
countries, elementary instruction can- 
not be paid for, at its full cost, from the 
common wages of unskilled labour, and 
would not if it could. The alternative 
therefore is not between government 
and private speculation, but between a 
government provision and voluntary 
charity : between interference by go- 


LIMITS OF THE TBOVINOB OF GOVEENMENT. 


vernment, and interference by associa- 
tions of individuals, subscribing tlieir 
own money for tbe purpose, like tlie 
two great School Societies. It is, of 
course, not desirable that anything 
should be done by funds derived from 
compulsory taxation, -which is already 
sufficiently well done by individual 
liberality. How far this is the case 
with scnool instruction, is, in each par- 
ticular instance, a question of tact. 
The education provided in this country 
on the voluntary principle has of late 
been so much discussed, that it is need- 
less in this place to criticise it minutely, 
and I shall merely express’ my convic- 
tion, that even in quantity it is, and is 
likely to remain, altogether insufficient, 
while in quality, though with some 
slight tendency to improvement, it is 
never good except by some rare acci- 
dent, and generally so bad as to be 
little more than nominal. I hold it 
therefore the duty of the government 
to supply the defect by giving pecu- 
niary support to elementary schools, 
such as to render them accessible tc all 
the children of the poor, either freely, 
or for a payment too inconsiderable to 
he sensibly felt. 

One thing must be strenuously in- 
sisted on ; that the government must 
claim no monopoly for its education, 
either in the lower or in the higher 
branches; must exert neither autho- 
rity nor influence to induce the people 
to resort to its teachers in preference 
to others, and * must confer no peculiar 
advantages on those who have been 
instructed hy them. Though the go- 
vernment teachers will probably be 
superior to the average of private in- 
structors, they will not embody all the 
knowledge and sagacity to be found in 
all instructors taken together, and it is 
desirable to leave open as many roads* 
as possible to the desired end. It is 
not endurable that a go vernment should, 
either in law or in fact, have a complete 
control over the education of the people. 
To possess such a control, and actually 
exert it, is to be despotic. A govern- 
ment which can mould the opinions 
and sentiments of the people from their 
youth upwards, can do with them what- 
ever it pleases. Though a government, 
P.E. 
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therefore, may, and in many cases 
ought to, establish schools and col- 
leges, it must neither compel norbrihe 
any person to come to them ; nor ought 
the power of individuals to set up rival 
establishments, to depend in any degree 
upon its authorization. It would he 
justified in requiring from all the people 
that they shall possess instruction in 
certain things, but not in prescribing 
to them how or from whom they shall 
obtain it. 

§ 9. In the matter of education, the' 
intervention of government is justi- 
fiable, because the case is not one in 
which the interest and judgment of the 
consumer are a sufficient security fer- 
tile goodness of the commodity. Let 
us now consider another class of cases,, 
where there is no person in the situa- 
tion of a consumer, and where the in- 
terest and judgment to be relied on are 
those of the agent himself; as in the 
conduct of any business in which he 
is exclusively interested, or in en- 
tering into any contract or engage- 
ment by which he himself is to be 
bound. 

The ground of the practical principle 
of non-interference must here be, that 
most persons take a juster and more 
intelligent view of their own interest, 
and of the means of promoting it, than 
can either be prescribed to them by a 
general enactment of the legislature, or 
pointed out in the partoilar case hy a 
public functionary. The maxim is un- 
questionably sound as a general rule ; 
but there is no difficulty in perceiving 
some very large and conspicuous ex- 
ceptions, to it. These may be classed 
under several heads. 

First: — ^The individual who is pre- 
sumed to he the best judge of his own 
interests may he incapable of judging 
or acting for himself ; may be a lunatic, 
an idiot, an infant: or though not 
wholly incapable, may be of immature 
years and judgment. In this case the 
foundation of the non-interference prin- 
ciple breaks down entirely. The per- 
son most interested is not the best 
judge of the matter, nor a competent 
judge at aU. Insane persons are every- 
where regarded as proper objects of the 
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care of the state.-^ In the case of 
children and young persons, it is com- 
mon to say, that though they cannot 
judge for themselves, they have their 
’parents or other relatives to judge for 
them. But this removes the question 
into a different categoiy ; making it no 
longer a question whether the govern- 
ment should interfere with individuals 
in the direction of their own conduct 
and interests, hut whether it should 
leave absolutely in their power the 
conduct and interests of somebody else. 
Parental power is as susceptible of 
abuse as any other power, and is, as a 
matter of fact, constantly abused. ^ If 
laws do not succeed in preventing 
parents from brutally ill-treating, and 
even from murdering their children, far 
less ought it to be presumed that the 
interests of children will never be sa- 
crificed, in more commonplace and less 
revolting ways, to the selfishness or the 
ignorance of their parents. Whatever 
it can he clearly seen that parents 
ought to do or forbear for the mtexest 

* The practice of the English, law with 
respect to insane persons, especially on the 
all-iinportant point of the ascertainment of 
insanity, most urgently demands reform. 
At present no persons, whose property is 
worth coveting, and whose nearest relations 
are unscrupulous, or on had terms with 
them, are secure against a commission of 
lunacy. At the instance of the persons who 
would profit by their being deckred insane, 
a jury may be impanelled and an investiga- 
tion held at the expense of the property, in 
which aE their pe^onal peculiarities, with all 
the additions madl?5y the lying gossip of low 
servants, are poured into the credulous ears 
of twelv-e petty shopkeepers, ignorant of all 
ways of life except those of their own class, 
and regarding every trait of individuality in 
character or taste as eccentricity, and all 
eccentricity as either insanity or wickedness. 
If this sapient tribunal |;ives the desired ver- 
dict, the property is handed over to perhaps 
the last persons whom the rightful .owner 
would have desired or suffered to possess it. 
Some recent instances of this kind of inves- 
tigation have been a scandal to the adminis- 
tration of justice. Whatever other changes 
in this branch of law may he made, two at" 
least are imperative : first, that, as in other 
legal proceedings, the expenses should not 
be borne by the person on trial, but by 
the promoters of the inquiry, subject to 
recovery of costs in. case of success ; and 
secondly, that the property of a person 
declared insane, should in no case be made 
over to heirs while the proprietor is alive, 
but should be managed "by a public officer 
until hia death or recovery. 


of children, the law is wairanted, if it 
is able, in compelling to be done orfor- 
bome, and is generally hound to do so. 
To take an example from the pecnliar 
province of political economy ; it is 
right that children, and young persons 
not yet amved at maturity, should be 
protected, so far as the eye and hand 
of the state can reach, from being 
over-worked. Labouring for too many 
hours in the day, or on work beyond 
their strength, should not be permitted 
to them, for if permitted it may always 
be compelled. Freedom of contract, 
in the case of children, is hut another 
word for freedom of coercion. Educa- 
tion also, the best which circumstances 
admit of their receiving, is not a thing 
which parents or relatives, from indii- 
ference, jealousy, or avarice, should 
have it in their power to withhold. 

The reasons for legal intervention 
in favour of children, apply not less 
strongly to the case of those unfortu- 
nate slaves and victims of the most 
brutal part of mankind, the lower 
animals. It is by the ^ossest misun- 
derstanding of the principles of liberty, 
that the infliction of exemplary punish- 
ment on ruffianism practised towards 
these defenceless creatures, has been 
treated as a meddling by government 
with things beyond its province ; an 
interference with domestic life. The 
domestic life of domestic tyrants is 
one of the things which it is tbe most 
imperative on the law to interfere 
with; and it is to be regretted that 
metaphysical scruples respecting the 
nature and source of the authority of 
government, should induce many warm 
supporters of laws against^ cruelty to* 
animals, to seek for a justification of 
such laws in the incidental conse- 
quences of the indulgence of ferocious 
•^Sabits, to the interests of ^ human 
beings, rather than in the intrinsic 
merits of the case itself. What it 
would be the duty of a ^human being, 
possessed of the requisite physical 
strength, to prevent by Lorce if at- 
tempted in his presence, it cannot be 
less incumbent on society generally to 
repress. The existing laws of England 
on the subject are chiefly defective in 
the trifling, often almost nominaV 
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maximum, to -whicli the penalty even 
in the worst cases is limited. 

Among those memhera of the com- 
munity whose freedom of contract 
ought to he controlled by the legislar 
ture for their own protection, on ac- 
count (it is said) of their dependent 
position, it is freq'uently proposed to 
include women: and in the existing 
Factory Act, their labour, in common 
with that of young persons, has been 
placed under peculiar restrictions. 
But the classing together, for this and 
other purposes, of women and children, 
appears to me both indefensible in 
principle and mischievous dn practice. 
Children below a certain age cannot 
judge or act for themselves ; up to a 
considerably greater age they are in- 
evitably more or less disqualified for 
doing so ; but women areas capable as 
men of appreciating and managing 
their own concerns, and the only hin- 
drance to their doing so arises from 
the injustice of their present social 
position. So long as the law makes 
everything which the wife acquires, the 
property of the husband, while by com- 
elling her to live with him it forces 
er to submit to almost any amount of 
moral and even physical^ tyranny 
which he may choose to inflict, there 
is some ground for regarding every act 
done by her as done under coercion : 
but it is the great error of reformers 
and p)hilanthropists in our time, to 
nibble at the consequences of unjust 
power instead of redressing the injus- 
tice itself. If women had as absolute 
a control as men have, over their own 
persons and their own patrimony or 
acquisitions, there would he no plea 
for limiting their hours of labouring 
for themselves, in order that they might 
have time to labour for the husband, i# 
what is called, by the advocates of re- 
striction, %is home. Women employed 
ill factories are the only women in the 
labouring rank of life whose position is 
not that of slaves and drudges; pre- 
cisely because they cannot easily he 
compelled to work and earn, wages in 
factories against their will. For im- 
proving the condition of women, it 
should, on the contrary, he an object to 
give them the readiest access to inde- 


pendent industrial employment, instead 
of closing, either entirely or partially, 
that which is already open to them. 

§ 10. A second exception to the 
doctrine thatp'ndividuals are the best 
judges of their own interest, is when 
an individual attempts to decide irre- 
vocably now, what will he best for his 
interest at some future and distant 
time.^ The presumption in favour of 
individual judgment is only legitimate, 
where the judgment is grounded on 
actual, and especially on present, per- 
sonal experience; not where it is 
formed antecedently to experience, and 
not suffered to he reversed even after 
experience has condemned it. When 
persons have hound themselves by a 
contract, not simply to do some one 
thing, hut to continue doing some- 
thing for ever or for a prolonged period, 
without any power of revoking the en- 
gagement, the presumption which their 
perseverance in that course of conduct 
would otherwise raise in favour of its 
being advantageous to them, does not 
exist ; and any such presumption 
which can be grounded on their having 
voluntarily entered into the contract, 
perhaps at an early age, and vrithout 
any real knowledge of what they un- 
dertook, is commonly next to null. The 
practical maxim of leaving contracts 
free, is not applicable without great 
limitations in case o^i^gagements in 
perpetuity ; and the law should be ex- 
tremely jejiJous of such engagements ; 
should refuse its sanction to them, 
when the obligations they impose are 
such as the contracting party cannot 
be a competent judge of ; if it ever does 
sanction them, it should take every 
possible security for their being con- 
tracted with foresight and deliberation ; 
and in compensation for not permit- 
ting the parties themselves to revoke 
their engagement, should grant them 
a release from it, on a sufficient case 
being made out before an impartial 
authority.. These considerations are 
eminently applicable to marriage, the 
most important of all cases of engage- 
ment for Hfe. 

§ 11. The third exception which I 
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sliall notice, to the doctrine that go- 
veniment cannot manage the affairs of 
individuals as well as the individuals 
themselves, has reference to the great 
class of cases in which the individuals 
can only manage the concern by dele- 
gated agency, and in which the so- 
called private management is, in point 
of fact, hardly better entitled to be 
called management by the ]^ersons in- 
terested, than administration by a 
public officer. Whatever, -if left to 
spontaneous agency, can only be done 
by joint-stock associations, will often 
be as well, and sometimes better done, 
as far as the actual work is concerned, 
by the state. Government manage- 
ment is, indeed, proverbially jobbing, 
careless, and ineffective, but so like- 
wise bas generally been joint-stock 
management. The directors of a 
joint-stock company, it is true, are 
always shareholders ; hut also the 
members of a government are invari- 
ably taxpayers ; and in^ the case of 
directors, no more than in that of go- 
vernments, is their proportional share 
of the benefits of good management, 
equal to the interest they may possibly 
have in mismanagement, even vnthout 
reckoning the interest of their ease. 
It may he objected, that the share- 
holders, in their collective character, 
exercise a certain control over the 
directors, and have almost always full 
power to remcfTf? them from office. 
Practically, however, the difficulty of 
exercising this power is found to he so 
great, that it is hardly ever exercised 
except in cases of such flagrantly un- 
skilful, or, at least, unsuccessful ma- 
nagement, as would generally produce 
the ejection from office of managers 
appointed by the government. Against 
the very ineflectiial security aflbrded 
by meetings of shareholders, and by 
their individual inspection and en- 
quiries, may he placed the greater 
publicity and more active discus- 
sion and comment, to be expected 
in free countries with regard to 
affairs in which the general govern- 
ment takes part. The defects, there- 
fore, of government management, do 
not -seem to he necessarily much 
greater, if necessarily greater at all, 


than those of management by joint- 
stock. 

The true reasons in favour of leaving 
to voluntary associations all such things 
as they are competent to perform, 
would exist in equal strength if it were 
certain that the work itself would be 
as well or better done by public officers. 
These reasons have been already 
pointed out : tbe miscbief of overload- 
ing the chief functionaries of govern- 
ment with demands on their attention, 
and diverting them from duties which 
they alone can discharge, to objects 
which can be sufficiently well attained 
without them ; the danger of unneces- 
sarily swelling the direct power and 
indirect influence of government, and 
multiplying occasions of collision be- 
tween its agents and private citizens ; 
and the inexpediency of ccjncentrating 
in a dominant bureaucracy, all the 
skill and experience in the manage- 
ment of large interests, and all the 
power of organized action, existing in 
the community; a practice which keeps 
the citizens in a relation to the govern- 
ment like that of children to theii' 
guardians, and is a main cause of the 
inferior capacity for political life which 
has hitherto characterized the over- 
governed countries of the Continent, 
whether with or without the foims of 
representative government.* 

But although, for these reasons, most 
things which are likely to he even 
tolerably done by voluntary associa- 
tions, should, generally speaking, be 

* A parallel case may he found in the 
distaste for politics, and absence of public 
spirit, by ■whicli women, as a class, are cha- 
racterized in the present state of society, and 
which is often felt and complained of by 
political reformers, without, in general, . 
making them. Avilling to recognise, or de- 
shous td remove, its cause. It obviously 
arises from their being taught, both by 
institutions and by the whole of their educa- 
tion, to regard themselves as entirely apart 
from polities. Wherever they have been 
politicians, they have shown as great interest 
in the subject, and as great aptitude for it, 
according to the spirit of their time, as the 
men with whom they were eotemporaries : 
in that period of history (for example) in 
which Isabella of Castile and Elizabeth, of 
England were, not rare exceptions, but 
merely brilliant examples of a spirit and 
capacity very largely diffused among women 
of high station and cultivation in Europe. 
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left to tliem; it does not follow that own benefit, on all the malt produced 
the manner in which those associations in the country, or on all the cotton 
perform their work should be entirely imported into it To make the con- 
nncontrolled by the government. There cession for a limited time is generally 
are many cases in which the agency, justifiable, on the princi;^le which jus- 
of whatever nature, by which a service tifies patents for inventions : but the 
is performed, is certain, finm the nature state should either reserve to itself a 
of the case, to be virtually single ; in reversionary property in such public 
which a practical monopoly, with all w'orks, or should retain, and freely ex- 
the power it confers of taxing the com- ercise, the right of fixing a maximum 
miinity, cannot be prevented from ex- of fares and charges, and, from time to 
isting. I have already more than once time, varying that maximum. It is 
adverted to the case of the gas and. perhaps necessary to remark, that the 
wnter companies, among which, though state may be the proprietor of canals 
perfect freedom is allowed to competi- or railways without itself working 
tion, none really takes place, and prac- them ; and that they will almost 
tically they are found to be even more always be better worked by means of 
irresponsible, and unapproachable by acompany,renting the rail way or canal 
individual complaints, than the govern- for a limited period from the state, 
ment. There are the expenses without 

the advantages of plm'ality of agency ; § 12. To a fourth case of exception 

and the charge made for services I must request particular attention, it 
wliich cannot be dispensed with, is, in being one to which, as it appears to 
substanco, quite as much compulsory me, the attention of political econoinists 
taxation as if imposed by law : there has not yet been sufficiently drawn, 
are few householders who make any There are matters in which the inter- 
distinction between their “water rate” fei’ence of law is required, not to over- 
nnd their other local taxes. In the rule the judgment of individuals re- 
case of these particular services, the specting their own interest, but to give 
reasons preponderate in favour of their efiect to that judgment;^ they being 
being performed, like the paving and nnahle to ^ve effect to it except by 
cleansing of the streets, not certainly concert, which concert again cannot ho 
by the general government of the state, effectual unless it receives validity and 
but by the municipal authorities of the sanction from the law. For illustra- 
town, and the expense defrayed, as tion, and without prejudging the par- 
even now it in fact is, by a local rate, ticular point, I may advert to the 
But in the many analogous cases question of dimini^ng the hours of 
which it is best to resign to voluntary labour. Let us suppose, _ what is at 
agency, the community needs some least supposable, whether it he the fact 
■other security for the fit peribrmance or not— that a general reduction of the 
of the service than the interest of the hours of factory labour, say from ten to 
managers ; and it is the part of govern- nine, would he for the advantage of the 
ment, either to subject the business to work-people : that they would receive 
reasonable conditions for the general as high wages, or nearly as high, for' 
advantage, or to retain such poif'er nine hours labour as they receive for 
over it, that the profits of the mono-, ten. If this would be the result, and 
poly may at least he obtained for the if the operatives generally a.re con- 
puWic. This applies to the case of vinced that it would, the limitation, 
a road, a canal, or a railway. These some may say, will be adopted spon- 
are always, in a great degree, prac- taneously. I answer, that it vyill not 
tical monopolies; and a government be adopted unless the body of epera- 
which concedes such monopoly un- tives hind themselves to one another 
reservedly to a private company, to abide by it. A workman who re- 
does much the same thing as if it fused to work more than nine hours 
allowed an individual or an association while there were others who worked 
to levy any tax they chose, for their ten, would either not be employed at 
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fdl, or if employed, must sntoit to lose 
one-tentli of Ms wages. However coa- 
vinced, therefore, fee may he that it is 
the interest of the class to work short 
time, it is contrary to his own interest 
to set the example, nnless he is well 
assured that all or most others will 
follow it. But suppose a general agree- 
ment of the whole class: might not 
this he effectual without the sanction 
of law? Not unless enforced hy 
opinion with a rigour practically equal 
to that of law. Bor however heneficial 
the ohseiwance of the regulation might 
he to the class collectively, the imme- 
diate interest of. every individual would 
lie in violating it : and the more nume- 
rous those were who adhered to the rule, 
the more would individuals gain hy de- 
parting from it. If nearly all restricted 
themselves to nine hours, those who 
chose to work for ten would gain all 
the advantage of the restriction, to- 
gether with the profit of infringrag it; 
they would get ten hours wages for 
nine hours work, and an hour’s wages 
besides, I grant that if a large majo- 
rity adhered to the nine hours, there 
would he no harm done : the henefit 
would he, in the main, secured to, the 
class, while those individuals who pre- 
ferred to wmrk harder and earn more, 
would have an opportunity of doing so. 
This certainly would be the state of 
things to be wished for ; and assuming 
that a reduction of hours without any 
diminution of v^^Jfes could take place 
without expelling the commodity from 
some of its markets— which is in eveiy 
particular instance a question of fact, 
not of principle — the manner in which 
it would be most desirable that this 
effect should be brought about, would 
be hy a quiet change in the general 
custom of the trade ; short hours be- 
coming, by spontaneous choice, the, 
general practice, hut those who chowse 
to deviate from it having the fullest 
liberty to do so. Probably, however, 
so many would prefer the ten hours 
work on the improved terras, that the 
h’mitation could not he maintained as 
a general practice: what some did 
from choice, others would soon he 
obliged to do hum necessity, and those 
who had chosen long hours for the 


sake of increased wages, would b» 
forced in the end to work long hours 
for no greater wages than before. As- 
suming then that it really would be 
the interest of each to work only nine 
hours if he could be assured that all 
others would do the same, there might 
be no means of their attaining this 
object but by converting their supposed 
mutual agreement into an engagement 
under penalty, hy consenting to have 
it enforced by law. I am not express- 
ing auy opinion in favour of such an 
enactment, which has never been de- 
manded, and which I certainly should 
not, in present circumstances, recom- 
mend: but it serves to exemplify the 
manner in which classes of persons 
may need the assistance of law, to give 
effect to their deliberate collective 
opinion of their own interest, by afford- 
ing to every individual a guarantee 
that his competitors will pursue the 
same course, without which he cannot 
safely adopt it himself. 

Another exemplification of the same 
principle is afforded hy what is known 
as the Wakefield system of coloniza- 
tion. This system is grounded on the 
important principle, that the degree of 
productiveness of land and labour de- 
pends on their being in a due propor- 
tion to one another; that if a few 
persons in a newly-settled country at- 
tempt to occupy and appropriate a 
large district, or if each labourer be- 
comes too soon an occupier and culti- 
vator of land, there is a loss of produc- 
tive power, and a great retardation of 
the progress of the colony in wealth 
and civilization : that nevertheless tho 
instinct (as it may almost he called) of 
appropriation, and the feelings asso- 
ciated in old countries with landed 
JI^Gprietorship, induce almost every 
emigrant to take possession of as much 
land as he has the means of acquiring, 
and every labourer to become at once 
a proprietor, cultivating his own land 
with no other aid than that of his 
family. If this propensity to the im- 
mediate possession of land could he 
in some degree restrained, and each 
labourer induced to work a certain 
number of years on hire before he 
became a landed imoprietor, a per- 
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ehial stock of Hred labourers could 
6 nmintained, ayailable for roads, 
canals, works of irrigation, &c-, and 
for the estahlishment and carrying on 
of the different branches of town in- 
dustry; whereby the labourer, when he 
did at last become a landed proprietor, 

. would find his land much more valu- 
able, through access to markets, and 
facility of obtaining hired labour. Mr. 
W akedeld therefore proposed to clieck 
the premature occupation of land, and 
dispersion of the people, by putting 
upon all unappropriated lands a rather 
high price, the ]proceeds of which were 
to be expended in conveying emigrant 
labourers horn the mother country. 

This salutary provision, however, has 
been objected to, in the name and on 
the authority of what was represented 
as the great principle. of political eco- 
nomy, that individuals are the best 
judges of their own interest. It was 
said, that when things are left to them- 
selves, land is appropriated and occu- 
.pied by the spontaneous choice of 
individuals, in the quantities and at 
the times most advantageous to each 
person, and therefore to the community 
generally ; and that to interpose arti- 
ficial obstacles to their obtaining land, 
is to prevent them from adopting the 
course which in their own judgment is 
most beneficial to them, from a self- 
conceited notion of the legislator, that 
he knows what is most for their inte- 
rest, better than they do themselves. 
Now this is a complete misunderstand- 
ing, either of the system itself, or of 
the principle with which it is alleged 
to conflict. The oversight is similar 
to that which we have just seen exem- 
plified on the subject of hours of labour. 
However beneficial it might be to the 
colony in the aggregate, and to eash 
individual composing it, that no one 
should occnpy more land than he can 
properly cultivate, nor become a pro- 
prietor until there are other .labourers 
ready to take his place in working for 
hire ; it can never be the interest of an 
individual to exercise this forbearance, 
unless he is assured that others will do 
so too. SmTounded by settlers who 
have each their thousand acres, how is 
he benefited by restricting himself to 
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fifty ? or what does a labourer gain by 
deferring the acquisition altogether for 
a few years, if all other labourers rash 
to convert their first earnings into 
estates in the wilderness, several miles 
apart from one another ? If they, by 
seizing on land, prevent the formation 
of a class of labourers for wages, he 
will not, by postponing the time of his 
becoming a proprietor, be enabled to 
employ the land with any greater ad- 
vantage when he does obtain it ; to 
what end therefore shotild he place 
himself in what will appear to him and 
others a position of inferiority, hy re- 
maining a hired labourer when all 
around him are proprietors ?_ It is the 
interest of each to do what is good for 
all, but only if others will do likewise. 

The principle that each is the best 
judge of his own interest, understood 
as these objectors understand it, would 
prove that governments ought hot to 
fulfil any of their acknowledged duties 
— ought not, in fact, to exist at all. It 
is greatly the interest of the commu- 
nity, collectively and individually, not 
to rob or defraud one another: but 
there is not the less necessity for laws 
to punish robbeiy and fraud ; because, 
though it is the interest of each that 
nobody should rob or cheat, it is not 
any one’s interest to refrain from rob- 
bing and cheating others when all 
others are permitted to rob and cheat 
him. Penal laws exj^t at all, chiefly 
for this reason, ^cause even an 
unanimous opinion that a certain line 
of conduct is for the general interest, 
does not always make it people’s indi- 
vidual interest to adhere to that line of 
conduct. 

§ 13. Fifthly ; the argument againi^ 
government interference grounded on 
•the maxim that individuals are the 
best judges of their own interest, can- 
not apply to the very large class of 
oases, in which those acts of individuals 
with which the government claims to 
interfere, are not done by those indi- 
viduals for their own interest, hut for 
the interest of other people. This in- 
cludes, among other things, the impor- 
tant and much agitated subject of 
public charity. Though individualj? 
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slioiild, in general, be left to do for 
themselves whatever it can reasonably 
be expected that they should be capable 
of doing, yet when they are at any 
rate not to be left to themselves, but to 
be helped by other people, the question 
arises whether it is better that they 
should receive this help exclusively 
from individuals, and therefore uncer- 
tainly and casually, or by systematic 
arrangements, in which society acts 
, through its organ, the state. 

This brings us to the subject of Poor 
Laws ; a subject which would be of 
very minor importance if the habits of 
all classes of the people were temperate 
and prudent, and the difiusion of pro- 
perty satisfactory; but of the greatest 
moment in a state of things so much 
the reverse of this, in both points, as 
that which the British islands present. 

Apart from any metaphysical con- 
siderations respecting the foundation 
: of morals or of the social union, it will 
he admitted . to he right that human 
beings should help one another; and 
the more so, in proportion to the 

S ncy of the need : and none needs 
so urgently as one who is starving. 

, The claim to help, therefore, created 
by destitution, is one of the strongest 
which 'i:an exist ; and there is 'primd 
facie the amplest reason for making 
the relief of so extreme an exigency as 
certain to those who require it, as by 
any arrangements of society it can he 
made. ^ mm - ^ 

On the other hand, in all cases of 
helping, there are two sets of conse- 
quences to be considered; the con- 
sequences of the assistance itself, and 
the consequences of relying on the 
assistance. The former are generally 
benelicial, but the latter, for the most 
part, injurious ; so much so, iu many 
cases, as greatly to outw^eigh the valuo 
,of the benefit. And tliis is never more 
likely to happen than in the very cases 
where the need of help is the , most 
intense. There are few^ things for 
which it is more mischievous that 
.people should rely on the habitual aid 
of otlici's, than for the means of sub- 
sistence, an d unhappily there is no lesson 
which they more easily learn. The 
problem to, be solved is therefore one 


of.peculiar nicety as well as impor- 
tance ; howto give the greatest amount 
of needful help, with the smallest en- 
couragement to undue reliance on it. 

Energy and self-depen dence are, how- 
ever, liable to be impaired by the ab- 
sence of help, as well as by its excess. 
It is even more fatal to exertion to 
have no hope of succeeding by it, than 
to be assured of succeeding without it. 
When the condition of any one is so 
disastrous that his energies are para- 
lyzed by discouragement, assistance is 
a tonic, not a sedative : it braces in- 
stead of deadening the active faculties: 
always provided that the assistance is 
not such as to dispense with self-help, 
by substituting itself for the person’s 
own labour, skill, and prudence, but is 
limited to affording him a better hope 
of attaining success by those legiti- 
mate means. This accordiugly is a 
test to which all plans of philanthropy 
and henevolence should be brought, 
whether intended for the benefit of in- 
dividuals or of classes, and whether 
conducted on the voluntary or on the 
government principle. 

In so far as the subject admits of 
any general doctrine or maxim, it would 
appear to be this — that if assistance is- 
given in such a manner that the con- 
dition of the person helped is as de- 
sirable as that of the person who 
succeeds in doing the same thing 
without help, the assistance, if capable 
of being previously calculated on, is 
mischievous : but if* while available to 
everybody, it leaves to every one a 
strong motive to do without it if he 
can, it is then for the most part bene- 
ficial. This principle, applied to a 
system of public charity, is that of the 
Poor Law of 1834. If the condition 
c#a person receiving relief is made as 
eligible as that of the labourer who 
supports himself by his own exertions, 
the system ■ strikes at the root of all 
individual industry and self-goveim- 
ment; and, if fully acted up to, would 
require as its supplement an organized 
system of compulsion, for governing 
and setting to work like cattle, those 
who had been removed from the in- 
fluence of the motives that act on 
human beings. But if, consistently 
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with guaranteeing all persons against 
absolute want, the condition of those 
who are supported by legal charity can 
be kept considerably less desirable than 
the condition of those who find support 
forthemselves, none but beneficial con- 
sequences can arise from a law which 
renders it impossible for any person, 
except by his own choice, to die from 
insufficiency of food. That in England 
at least this supposition can be realized, 
is proved by the experience of a long 
period preceding the close of the last 
century, as well as by that of many 
highly pauperized districts in more 
recent times, which have been dispau- 
perized by adopting strict rules of poor- 
law administration, to the great and 
ermanent benefit of the whole la- 
ouring class. There is probably no 
country in which, by varying the means 
suitably to the character of the people, 
a legal provision for the destitute might 
not be made compatible with the obser- 
vance of the conditions necessary to its 
being innocuous. 

Subject to these conditions, I con- 
ceive it to be highly desirable, that 
the ceitainty of subsistence should be 
held out by law to the destitute able- 
bodied, rather than that their relief 
should depend on voluntary charity. 
In the first place, charity almost 
always does too much or too little : it 
lavishes its bounty in one place, and 
leaves people to starve in another. 
Secondly, since the state must neces- 
sarily provide subsistence for the cri- 
minal poor while undergoing punish- 
ment, not to do the same for the poor 
•who have not offended is to give a 
premium on crime. And lastly, if the 
poor are left to individual charity, a 
vast amount of mendicity is inevitable. 
What the state may and should aban- 
don to private charity, is the task of 
distinguishing between one case of 
real necessity and another. Private 
charity can give more to the more de- 
serving. The state must act by general 
rules. It cannot undertake to discrimi- 
nate between the deserving and the 
undeserving indigent. It owes no more 
than subsistence to the first, and can 
give no less to the last. What is said 
about the injustice of a law which has , 
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no better treatment for the merely 
unfortunate poor than for the ill-con- 
ducted, is founded on a misconception 
of the province of law and public au- 
thority. The dispensers of public re- 
lief have no' business to he inquisitors. 
Guardians and overseers are not fit to 
he trusted to give or withhold other 
people’s money according to their ver- 
dict on the morality of the person so- 
liciting it ; and it would show much 
ignorance of the ways of mankind to 
suppose that such persons, even in the 
almost impossible case of their being 
qualified, will take the trouble of ascer- 
, taining and sifting the past conduct of 
a person in distress, so as to form a 
rational judgment on it. Private cha- 
rity can make these distinctions ; and 
in bestowing its own money, is en- 
titled to do so according to its own 
judgment. It should understand that 
this is its peculiar and appropriate 
province, and that it is commendable 
or the contrary, as it exercises the 
function with more or less discern- 
ment. But the administrators of a 
I public fund ought not to be -required 
to do more for anybody, than that 
minimum which is due even to the 
worst. If they are, the indulgence 
very speedily becomes the rule, and 
refusal the more or less capricious or 
tyrannical exception. 

§ 14. Another of cases which 
fall within the same general principle 
as the case of public charity, are those 
in which the acts done by individuals, 
though intended solely for their own 
benefit, involve consequences extend- 
ing indefinitely beyond them, to inte- 
rests of the nation or of posterity, fo" 
which society in its collective capacity 
is alone able, and alone bound, to pro- 
vide. One pf these cases is that of 
Colonization. If it is desirable, as no 
one will deny it to be, that the plant- 
ing of colonies should be conducted, 
not with an exclusive view to the pri- 
vate interests of the first founders, hut 
witl^ a deliberate regard to the perma- 
nent welfare of the nations afterwards 
to arise from these small beginnings ; 
such regard can only be secured by 
Dlacing the enterprise, from its com.- 
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naenceiaeiEitj under regnlatinns con- 
structed witli tlie foresight and en- 
larged views of philosopliical legis- 
lators ; and the governnaent alone has 
pow’-er either to frame such regulations, 
or to enforce their observance. 

The question of government inter- 
vention in the work of Colonization 
involves the future and permanent in- 
terests of civilization itself, and far 
outstretches the comparatively narrow 
limits of purely economical considera- 
tions. But even with a view to those 
considerations alone, the removal of 
population from the overcrowded to 
the unoccupied parts of the earth’s sur- 
face is one of those works of eminent 
social usefulness, which most require, 
and which at the same time best re- 
pay, the intervention of government. 

To appreciate the benefits of colo- 
nization, it should he considered in its 
relation, not to a single conntry, hut 
to the collective economical interests 
of the human race. The question is in 
general treated too exclusively as one 
of distribution ; of relieving one labour- 
market and supplying another. It is 
this, but it is also a question of pro- 
duction, and of the most efficient em- 
ployment of the productive resources 
of the world. Much has been said of 
the good economy of importing com- 
modities from the place where they 
can be bought cheapest; while the 
good economy of producing them where 
they can he produced cheapest, is 
comparatively little thought of. If. to 
carry consumable goods from the 
places where they are superabundant 
to those where they are scarce, is a 
good pecuniary speculation, is it not 
an equally good speculation to do the 
same thing with regard to labour and 
instruments ? The exportation of la- 
hourers and capital from old to new 
countries, from a place' where their 
productive power is less, to a place 
where it is greater, increases by so 
much the aggregate produce of the 
labour and capital of the world. It 
adds to the joint wealth of the old and 
the new country, what amounts* in a 
short period to many times the mere 
cost of eflecting the transport. There i 
needs be no hesitation in affirming j 


that Colonization, in the present state 
of the world, is the best afiair -of busi- 
ness, in which the capital of an old 
and wealthy countiy can engage. 

It is equally obvious, however, that 
Colonization on a great scale can be 
undertaken, as an affair of business, 
only by the government, or by some 
combination of individuals in complete 
understanding with the government ; 
except under such very peculiar cir- 
cumstances as those which succeeded 
the Irish famine. Emigration on the 
voluntaiy principle rarely has any 
material influence in lightening the 
pressure of population in the old coun- 
try, though as far as it goes it is doubt- 
less a benefit to the colony. Those 
labouring persons who voluntarily emi- 
grate are seldom the very poor ; they 
are small fiirmers with some little 
capital, or labourers who have saved 
something, and who, in removing only 
their own labour from the crowded 
lahour-market, withdraw from the 
cajjtital of the country a fund which 
maintained and employed more la- 
bourers than themselves. Besides, this 
portion of the community is so limited 
in number, that it might he removed 
entirely, without making any sensible 
impression upon the numbers of the 
population, or even upon the annual 
increase. Any considerable emigration 
of labour is only practicable, wlien its 
cost is defrayed, or at least advanced, . 
by others than the emigrants them- 
selves. Who then is to advance it ? 
Xaturally, it may be said, the capital- 
ists of the colony, who require the 
labour, and who intend to employ it. 
But to this there is the obstacle, that 
a capitalist, after going to the expense 
of carrying out labourers, has no se- 
curity that he shall he the person to 
derive any benefit from them, if all 
the capitalists of the colony were to 
combine, and bear the expense by sub- 
scription, they would still have no se- 
curity that the labourers, when there, 
would continue to work for them. After 
working for a short time and earning a 
few pounds, they always, unless pre- 
vented by the government, squat on 
unoccupied land, and work only for 
themselves. The experiment has been 
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repeatedly tried whetlier it was pos- 
sible to enforce contracts for labour, 
or the repayment of the passage-money 
of emigrants to those who advanced it, 
and the trouble and expense have al- 
ways exceeded the advantage. The 
only other resource is the voluntary 
contributions of parishes or individuals, 
to rid themselves of surplus labourers 
who are already, or who are likely to 
become, locally chargeable on the poor- 
rate. Were this speculation to become 
general, it might produce a sufficient 
’ amount of emigration to clear off the 
existing unemployed population, but 
not to raise the wages of the em- 
ployed : and the same thing would re- 
quire to he done over again in less than 
another generation. 

One of the principal reasons why 
Colonization should he a national un- 
dertaking, is that in this manner alone, 
save in higldy exceptional cases, can 
emigration he self-supporting.' The 
exportation of capital and lahour to a 
new country being, as before observed, 
one of the best of all affairs of business, 
it is absurd that it should not, like 
other affairs of business, repay its own 
expenses. Of the great addition which 
it makes to the produce of the world, 
there can be no reason wby a sufficient 
portion should not he intercepted, and 
employed in reimbursing the outlay 
incurred in effecting it. For reasons 
already given, no individual, or body 
of individuals, can reimburse them- 
selves for the expense ; the govern- 
nrent, however, can. It can take ffom 
the annual increase of wealth, caused 
by the emigi’ation, the fraction which 
suffices to repay with interest what the 
emigration has cost. The expenses of 
emigration to a colony ought to be 
borne by the colony; and this, iS 
general, is only possible when they are 
home by the colonial government. 

Of the modes in which a fund for the 
support of colonization can he raised in 
the colony, none is comparable in ad- 
vantage to that which was first sug- 
gested, and has since been so ably and 
perseveringly advocated, by Mr. Wake- 
field: the plan of putting a price on all 
unoccupied land, and devoting the pro- 
ceeds to emigration. The unfounded 


and pedantic objections to this plan 
have been answered in a former part 
of this chapter: we have now to speak 
of its advantages. First, it avoids the 
difficulties and discontents incident to 
raising a large annual amount by taxa- 
tion ; a thing which it is almost useless 
to attempt with a scattered population 
of settlers in the wilderness, who, as 
experience proves, can seldom be com- 
pelled to pay direct taxes, except at a 
cost exceeding their amount ; while in 
an infant community indirect taxation 
- soon reaches its limit. The sale of 
lands is thus by far the easiest mode of 
raising the requisite funds. But it has 
other and still greater recommenda- 
tions. It is a beneficial check upon 
the tendency .of a population of co- 
lonists to adopt the tastes and inclina- 
tions of savage life, and to disperse so 
widely as to lose all the advantages of 
commerce, of markets, of separation of 
employments, and combination of la- 
bour. By making it necessary for 
those who emigrate at the expense of 
the fund, to earn a considerable sum 
before they can become landed pro- 
prietors, it keeps up a perpetual suc- 
cession of labourers for hire, who in 
every^ country are a most imjjortant 
auxiliary even to peasant proprietors : 
and by diminishing the eagerness of 
agricultural speculators to add to their 
domain, it keeps the settlers within 
reach of each other purposes of co- 
operation, arranges a numerous body of 
them within easy distance of each 
centre of foreign commerce and non- 
agricultural industry, and ensures the 
formation and rapid growth of towns 
and town products. This concentra- 
tion, compared with the dispersion 
which uniformly occurs when unoccu- 
pied land can he had for nothings 
greatly accelerates the attainment of 
prosperity, and enlarges the fund which 
may be drawn upon for further eniigra* 
tion. Before the adoption of the Wake- 
field system, the early years of all new 
colonies were full of hardship and diffi- 
culty:^ the last colony founded on tho 
old principle, the Swan Eiver settle- 
ment, being one of the most charac- 
teiistic instances. In all subsequent 
colonization, the Wakefield principle 


588 BOOK V. CHAPTER XI g 14. 


has been acted upon, thongh imper- 
fectly, a part only of the proceeds of 
the sale of land being devoted to eini- 
gi-ation : yet wherever it has been in- 
troduced at all, as in South Australia, 
Victoria, and Kew Zealand, the re- 
straint put upon the dispersion of the 
settlers, and the influx of capital caused 
by the assurance of being able to obtain 
hired labour, has, in spite of many 
difficulties and much niismanageinent, 
produced a suddenness and rapidity 
of prosperity more like fable than 
reality.^ 

The self-supporting system of co- 
lonization, once established, would in- 
crease in efficiency every year; its 
etfect would tend to increase in geo- 
metrical progression ; for since every 
able-bodied emigrant, until the country 
is fully peopled, adds in a very short 
time to its wealth, over and above his 
own consumption, as much as would 
defray the expense of bringing out 
another emigrant, it follows that the 
greater the number already sent, the 
greater number might continue to be 
sent, each emigrant laying the founda- 
tion of a succession of other emigrants 
at short intervals without fresh ex- 
pense, until the colony is filled up. It 
would therefore he worth while, to the 
mother country, to accelerate the early 
stages of this progression, by loans to 
the colonies for the purpose of emigra- 
tion, repayable feom tbe fund formed 
by the sales of land. In thus ad- 
' vancing the means of accomplishing a 
large immediate emigration, it would 
he investing that amount of capital in 
the mode, of all others, most beneficial 
to the colony ; and the labour and 
savings of these emigrants would 
hasten the period at which a large 

* Tbe objections -wbieli bave been, made, 
with so much Tiruleuce, in some of these 
colonies, to the Wakefield system, apply, in 
so far as they have any validity, not to the 
principle, but to some provisions which are 
no part of the system, and have been most 
unnecessarily ana improperly engrafted on 
it; such as the offering only a limited 
quantity of land for sale, and that by auction, 
and in lots of not less than 640 acres, 
instead of selling all land which is asked for, 
and allowing to the buyer unlimited freedom 
of choice, both as to quantity and situation, 
at a fixed price. 


sum would be available from sales of 
land. It would be necessary, in order 
not to overstock the labour-market, to 
act in concert with the persons disposed 
to remove their own capital to the 
colony. The knowledge that a large 
amount of hired labour would be avail- 
able, in so productive a field of em- 
ployment, would ensure a large emi- 
gration of capital from a country, like 
England, of low profits and rapid ac- 
cumulation : and it would only be ne- 
cessary not to send out a greater 
number of labourers at one time, than 
this capital could absorb and employ at 
high wages. 

Inasmuch as, on tins system, any 
given amount of expenditure, once in- 
curred, would provide not merely a 
single emigration, but a per23ctually 
flowing stream of emigrants, which 
would increase in breadth and depth 
as it flowed on; this mode of relieving 
ovei'population has a recommendation, 
not possessed by any other plan ever 
proposed for making head against the 
consequences of increase without re- 
straining the increase itself : there is 
an element of indefiniteness in it ; no 
one can perfectly foresee how far its 
influence, as a vent for surplus popu- 
lation, might possibly reach. There is 
hence the strongest obligation on the 
government of a, country like our own, 
with a crowded population, and unoc- 
cupied continents under its command, 
to build, as it were, and keep open, a 
bridge from tbe mother country to 
those continents, by establisbing jfcha 
Self-supporting system of colonization 
on such a scale, that as great an 
amount of emigration as the colonies 
can at the time accommodate, may at 
all times he able to take place without 
uost to the emigrants themselves. 

The importance of these considera- 
tions, as regards the British islands, ' 
has been of late considerably di- 
minished by the unparalleled amount of 
spontaneous emigration from Ireland; 
an emigration not solely of small 
farmers, but of the poorest class of 
agricultural labourers, and which is at 
once voluntary and self-sui)porting, the 
succession of emigrants being kept up 
by funds contributed from the earnings 
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of tlieir relatives} and connexions who 
Lad gone before. To this has been 
added a large amount of voluntary 
emigration to the seats of the gold dis- 
coveries, which has partly supplied the 
wants of our most distant colonies, 
where, both for local and national in- 
terests, it was most of all required. 
But the stream of both these emigra- 
tions has already considerably slack- 
ened, and though that from Ireland has 
since partially revived, it is not certain 
that the aid of government in a sys- 
tematic form, and on the self-sup- 
porting principle, will not again be- 
come necessary to keep the communi- 
cation open between the hands needing 
work in England, and the work which 
needs hands elsewhere. 

§ 15. The same principle which 
points out colonization, and the relief 
of the indigent, as cases to which the 
principal objection to government in- 
terference does not apply, extends also 
to a variety of cases, in which impor- 
tant public services are to be per- 
formed, while yet there is no indi- 
vidual specially interested in perform- 
ing them, nor would any adequate 
remuneration naturally or Spontane- 
ously attend their performance. Take 
for instance a voyage of geographical 
or scientific exploration. The infor- 
mation sought may be of great public 
value, yet no individual would derive 
any benefit from it which would repay 
the expense of fitting out the expe- 
dition; and there is no mode of inter- 
cepting the benefit On its way to those 
who profit hy it, in order to levy a toll 
for the remuneration of its authors. 
Such voyages are, or might be, under- 
taken by private subscription ; but this 
is a rare and precarious resource, di- 
stances are more frequent in which the 
expense has been borne by public com- 
anies or philanthropic associations ; 
ufc in general such enterprises have 
been conducted at the expense of go- 
vernment, which is thus enabled to en- 
trust them to the persons in its judg- 
ment best qualified for the task. 
Again, it is a proper office of govern- 
ment to build and maintain light- 
houses, establish buoys, &c., for the 
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' security of navigation : for since it is 
impossible that the ships at sea which 
are benefited by a lighthouse, should 
he made to pay a toll on the occasion 
of its use, no one would build light- 
houses from motives of personal inte- 
rest, unless indemnified and rewarded 
from a compulsory levy made by the 
state. There are many scientific re- 
searches, of great value to a nation 
and to mankind, requiring assiduous 
devotion of time and labour, and not 
unhequently great expense, by persons 
who can obtain a high price for their 
services in other ways. If the govern- 
ment had no power to grant indemnity 
for expense, and remuneration for time 
and labour thus employed, such re- 
searches could only be undertaken by 
the very few persons who, with ^ an 
independent fortune, unite technical 
knowledge, laborious habits, and either 
great public spirit, or an ardent desire 
of scientific celebrity. 

Connected with this subject is the 
question of providing, by means of en- 
dowments or salaries, for the mainte- 
nance of what has been called a 
learned class. The cultivation of 
speculative knowledge, though one of 
the most useful of all employments, is 
a service rendered to a community 
collectively, not individually, and one 
consequently for which it is, 
facie, reasonable that the community 
collectively should p^y ; since it gives no 
claim on any individual for a pecuniary 
remuneration ; and unless a provision 
is made for such services from some 
public fund, there is not only no en- 
couragement to them, but there is as 
much discouragement as is implied in 
the impossibility of gaining a living 
hy such pursuits, and the necessity 
consequently imposed on most of those 
; who would be capable of tbem, to em- 
i ploy the greatest part of their time 
in gaining a subsistence. The evil, 
however, is greater in appearance than 
in reality. The greatest things, it has 
been said, have generally been done 
. by those who had the least time at 
their disposal; and the occupation of 
some hours every day in a routine em- 
ployment, has often been found com- 
patible with the most brilliant achieve- 
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ments in literature and pHlosophy, 
Yet tliere are investigations and ex- 
periments vi-’Mcli require not only a 
long but a continuous devotion of time 
and attention : there are also occupa- 
tions wliicb so engross and fatigue the 
mental faculties, as to he inconsistent 
^ with any. vigorous employment of 
them upon other subjects, even in 
intervals of leisure. It is hdghly de- 
sirable, therefore, that there should be 
a mode of ensuring to the public the 
services of scientific discoverers, and 
perhaps of some other classes of savans, 
hy affording them the means of sup- 
port consistently with devoting a suf- 
ficient portion of time to their peculiar 
pursuits. The fellowships of the Uni- 
versities are an institution excellently 
adapted for such a purpose ; hut are 
hardly ever applied to it, "being be- 
stowed, at the best, as a reward for 
past proficiency, in committing to 
memory wbat has been done by others, 
and not as the salary of future labours 
in the advancement of knowledge. Hi 
some countries, Academies of science, 
antiquities, history, &c., have been 
foamed, with emoluments annexed. 
The most effectual plan, and at the 
same time the least liable to abuse, 
seems to he that of conferring Pro- 
fessorships, with duties of instruction 
attached to them. The occupation of 
teaching a branch of knowledge, at 
least in its high^ departments, is a 
help rather than an impediment to the 
systematic cultivation of the subject 
itself. The duties of a professorship 
almost always leave much time for 
original researches, and the greatest 
advances which have been made in 
the various sciences, both moral and 
physical, have originated with those 
who were public teachers of them; 
from Plato and Aristotle to the great* 
names of the Scotch, Trench, and 
German Universities. I do not men- 
tion the English, because, until very, 
lately, their professorships have been, 
as is well known, little more than 
nominal. In the case, too, of a lec- 
tprer in a great institution of educa- 
tion, the public at large has the means 
of judging, if not the quality of the 
teaching, at least the talents and in- 


dustry of the teacher; and it is more 
difficult to misemploy the power of 
appointment to such an office, than to 
job in pensions and salaries to persons 
not so directly before the public eye. 

It may be said generally, that any- 
thing which it is desirable should bo 
done for the general interests of man- 
kind or of future generations, or for the 
present interests of those members of 
the community who require external 
aid, hut which is not of a nature to re- 
munerate individuals or associations 
for undertaking it, is in itself a suitable 
thing to be undertaken by govern- 
ment: though, before making the work 
their own, governments ought always 
to consider if there be any rational 
probability of its being done on what 
is called the voluntary principle, and if 
so, whether it is likely to be done in a 
better or more effectual manner by 
government agency, than by the zeal 
and liberality of individuals. 

§ 16. The preceding heads com- 
prise, to the best of my judgment, the 
whole of the exceptions to the practical 
maxim, that the business of society 
can be best performed by private and 
voluntary agency. It is, however, 
necessary to add, that the inteiwention 
of government cannot always practi- 
cally stop short at the limit which de- 
fines the cases intrinsically suitable for 
it.’ In the particular circumstances of 
a given age or nation, there is scarcely 
• anything, really important to the gene- 
ral interest, which it may not he de- 
sirable, or even necessary, that the 
government should take upon itself, 
not because private individuals cannot 
effectually perform it, but because they 
will not. At some times and places 
ttere will he no roads, docks, harbours, 
canals, works of iiTigation, hospitals, 
schools, colleges, printing presses, un- 
less the govemment establishes them ; 
the public being either too poor to 
command the necessary resources, or 
too little advanced in intelligence to 
appreciate the ends, or not sufficiently 
practised in joint action to be capable 
of the means. This is true, more or 
less, of all countries inured to despo- 
tism, and particularly of those iu which 
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there is a very wide distance in civili- 
zation between the people and the 
government : as in those which have 
been conquered and are retained in 
subjection by a more energetic and 
more cultivated people. In many parts 
' of the world, the people can do nothing 
for themselves which requires large 
means and combined action ; all such 
things are left undone, unless done by 
the state. In these cases, the mode in 
which the government can most surely 
demonstrate the sincerity with which 
it intends the greatest good of its 
subjects, is by doing the things which 
are made incumbent on it by the help- 
lessness of the public, in such a manner 
as shall tend not to increase and per- 
petuate but to correct that helpless- 
ness. A good government will give all 
its aid in such a shape, as to encourage 
and nurture any rudiments it may find 
of a spirit of individual exertion. It 
will be assiduous in removing obstacles 
and discouragements to voluntary en- 
terprise, and in giving whatever facili- 
ties and whatever direction and guid- 
ance may be necessary : its pecuniary 
means will be applied, when practi- 
cable, in aid of private efforts rather 
than in supersession of them, and it 
will call into play its machinery of re- 
wards and honours to elicit such efforts. 
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Government aid, when given merely 
in default of private enterprise, should 
be so given as to be as far as possible 
a course of education for the people 
in the art of accomplishing great 
objects hy individual energy and volun- 
tary co-operation. 

I have not thought it necessary here 
to insist on that part of the functions 
of government which all admit to be 
indispensable, the function of prohibit- 
ing and punishing such conduct on the 
part of individuals in the exercise of 
their freedom, as is clearly injurious to 
other persons, whether the case he one 
of force, fraud, or negligence. Even in 
the best state which society hag yet 
reached, it is lamentable to think how 
great a proportion of all the efforts and 
talents in the world are employed in 
merely neutralizing one another. It 
is the proper end of government to re- 
duce this wretched waste to the smallest 
possible amount, hy taking such mea- 
sures as shall cause the energies now 
spent hy mankind in injuring one 
another, or in protecting themselves 
against injury, to be turned to the 
legitimate employment of the human 
faculties, that of compelling the 
powers of nature to be more and more 
subservient to physical and moral 
good. 
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HISTOBY of the IITEEATU-EE*’of AITCIEKT GEEECE. By Pro- 

fessor K. O. Mullee. Translated by the Right Hon. Sir Geoege Ooene- 
WALL Lewis, Bart, and by J, W. Donaldson, D.D. 3 vols. Svo. 365. 

HISTORY of the CITY of ROME from its Foundation to the Sixteenth 
Century of the Christian Era. By Thomas H. Dyee, LL.D. 8vo. with 2 
Maps, 155. 

HISTORY of the ROMANS under the EMPIRE. By Charles 
Mbeivale, B.D. Chaplain to the Speaker, Cabinet Edition, with Maps 
complete in 8 vols, post Svo. 485. 
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thB EALL of tlie EOMAN EEPITBLIC; a Short History of the Last 
Century of the Commonwealth. By Ohaeies Meeitale, B.B. Chaplain to 
the Speaker. I’ourtli Edition. l2mo. 7a. 6c2. 

The CONTEESION of the EOMAN EMPIBE : the Boyle Lectures for 
the year 1864, delivered at the Chapel Royal, Whiteliali. By Chaeles 
Meeivale, B.JD. Chaplain to the Speaker. Second Edition, 8vo. 8^. (jd» 

The CONVEBSION of the NOETHEBN NATIONS ; the Boyle Lec- 
tures for 1865. By the same Author. 8vo. Ss. Qd. 

CBITICAL and HISTORICAL ESSAYS contributed to the Edinburgh 

Meview. By the Bight Hon. Loed Macaulay. 

Libeaey Edition, 3 vols. 8vo. 36s. 

Cabinet Edition, 4 vols. post 8vo. 24s. 

Teavbleee’s Edition, in l vol. 2is. 

Pocket Edition, S vols. fcp. 2is. . 

People’s Edition, 2 vols. crown 8vo. Ss. 

HISTOBY of the BISE and INELBENCE of the SPIEIT of 
RATIONALISM in EUROPE. By W. E. H. Lbcky, M.A. Tliird Edition, 
revised. 2 vols. 8vo. 25s. 

The HISTORY of PHILOSOPHY, from Thales to the Present Day. 
By Geoeoe Heney Lewes. Third Edition, partly rewritten and greatly 
enlarged. In 2 vols. Vol. I. Ancient JPMlosophy; Vol. II. Modem 
Philosophy. [^Nearly ready. 

HISTOBY of the INDUCTIVE SCIENCES. By William Whewell, 
D,D. P.R.S. late Master of Trinity College, Cambridge. Third Edition. 3 vols. 
crown 8vo. 24s‘. 

EGYPT’S PLACE in UNIVEESAL HISTOBY; an Historical Investi- 
gation. By C. C. J. Bunsen, D.D. Translated by C. H. Ootteell, M.A. 
with many Illustrations. 4 vols. 8vo. £5 Ss. Vol. V. is nearly ready. 

MAUNDEB’S HISTOBICAL TBEASUBY ; comprising a General In- 
troductory Outline of Universal History, and a series of S^eparate Histories. 
Pep. 10s. 

HISTOBICAL and CHBONOLOGICAL ENCYGLOP.ffiBIA! presenting 
in a brief and convenient foiun Chronological Notices of all the Great Events 
of Universal History. By B. B. Woodwaed, P,S.A. Librarian to the Queen. 

* [In the press. 

HISTOBY of the CHBISTIAN CHUECH, from the Ascension of 
Christ to the Conversion of Constantine. By E. Bueton, D.D. late 
Prof, of Divinity in the IJniv. of Oxford, Eighth Edition. Pep. S^y. Qd. 

SKETCH of the HISTOBY of the CHUBCH of ENGLAND to the 
Revolution of 1688. By the Right l,ev. T. V. Shoet, D.D. Lord Bishop of 
St. xVsaph. Seventh Edition. Crown 8m 10s. 6d 

HISTOBY of the EABLY CHUBCH, from the Hirst Preaching of the 
Gospel to the Council of Nicaaa, a.d. 325. By the Author of 'Amy Herbert.' 
Pep. 45. %d. 

The ENGLISH BEPOEMATION. By ^'P. C. Massing-berd, M.A. 
Chancellor of Lincoln and Rector of South Ormsby. Ponrth Edition, revised. 
Pep. 8vo. Is. Gd. 
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HISTOET Of WESLEYAl!? METHODISM. By George Smith, 
E.A.S. Fourth Edition, with numerous Portraits. 3 vols. or. 8vo. 7s. each. 
XECTDEES on the HISTOEY of MODEBH MUSIC, delivered at the 
Eoyal Institution. By JoHir Hullah. First Course, with Chro- 
uological Tables, post Svo. 6^. 6d. Second Course, on the Transition 
Period, with 40 Specimens, Svo. 16,9. 


Biography and Memoirs. 

LIFE and CORRESPONDENCE of RICHARD WHATEIY, D.D. late 

Archbishop of Dublin. By E. Jane 'WirATELY, Author of ‘ English 
Synonymes.’ With Two Portraits, 2 vols. Svo. 28^. 

EXTEACTS of the JOHEHALS and COBEESPONDEHCE of MISS 
Beery, from the Year 1783 to 1852. Edited by Lady Theresa Lewis, 
Second Edition, with 3 Portraits. 3 vols. Svo. 42s. 

The DIAEY of the Eight Hon. WILLIAM WIHDHAM, M.P. From 
1783 to 1809. Edited by Mrs. Henry Baring. Svo. 18«, 

LIFE of the DUKE of WELLIHGTOH. By the Rev. G. R. Gleig, 
M.A. Popular Edition, carefully revised ; with copious Additions. Crown 
Svo. with Portrait, 5«. 

Brialmont anj. Gleig’s Life of the Duke of Wellington. (The 
Parent Work.) 4 vols. Svo. with Illustrations, £2 145. 

Life of the Duke of Wellington, Intermediate Edition, partly from 
the French of M. Brialmont, partly fi-om. Original Documents. By the 
Eev. G. E. Gleig, M.A. Svo. with Portrait, 155. 

LIFE of EOBEET STEPHEHSOH, F.E.S. By J. C. Jeaffreson, 
Barrister-at-Law ; and William Pole, F.E.S. Member of the Institution 
of Civil Engineers. With 2 Portraits and 17 Illustrations on Steel and 
Wood. 2 vols. Svo. 325. 

HISTOEY eff MY RELIGIONS OPIHIOHS. By J. H. FTewman, D.D, 
Being the Substance of Apologia pro Vitd. SnA Post Svo. 6s. 

FATHER MATHEW : a Biography. By John Francis Maguire, 
M.P. Popular Edition, with Portrait. Crown Svo. 35. 6d. 

Rome ; its Rulers and its Institutions. By the same Author. New 
Edition in. preparation. 

LIFE of AMELIA WILHELMIHA SIEVEKIHG, from the German. 
Edited, with the Author’s sanction, by Catherine Winkworth. Post Svo. 
with Portrait, 125. ^ 

MOZART’S LETTERS (1769-1791), translated from the Collection of 
Dr. Ludwig Nohl by Lady Wallace. 2 vols, post Svo. with Portrait and 
Facsimile, 185. 

BEETHOVEH’S LETTERS (1790-1826), from the Two Collections of 
Drs. Nohl and discovered Letters to the Archduke Rudolph, Cardinal- Arch- 
bishop of Olratxtz, Von Kochel. Translated by Lady Wallace, 2 vols. 
post Svo. with Portrait, 185. 
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EELIX MENDELSSOHN’S LETTERS from Italy and Switzerland, 
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with Portrait. 2 vols. crown Svo. 5^. each. 

RECOLLECTIONS of the late WILLIAM WILBSREORCE, M.P. 
for the County of York during nearly 30 Years. By J. S. Habpoed, E.R.S. 
Second Edition. Post Svo. 7^f. 

MEMOIRS of SIB HENRY HAVELOCK, K.C.B. By John Clark 
MARSHaiAN. Second Edition. Svo. with Portrait, 125. 6d. 

VICISSITUDES of FAMILIES. By Sir Beknard Burke, Ulster 
King of Arms. Pirst, Second, and Third Series. 3 vols. crown Svo. 
12s. 6d. each. 

ESSAYS in ECCLESIASTICAL BIOGRAPHY. By the Right Hon. 

Sir J. Stephen, LL.D. Fourth Edition. Svo. 14s. 

BIOGRAPHIES of DISTINGUISHED SCIENTIFIC MEN. By 
Francois Arauo. Translated by Admiral W. H. Smyth, F.R.S. the Rev. 
B. Powell, M.A. and R. Grant, M.A. Svo. iSs. 

MAUNDER’S BIOGRAPHICAL TREASURY; a Dictionary of Uni- 
versal Biography. Thirteenth Edition, reconstructed, thoroughly revised, 
and in great part rewritten; with about 1,000 additional Memoirs and; 
Notices, by W. L. R. Cates. Fcp. 10s. 6d. 

LETTERS and LIFE of FRANCIS BACON, including all his Occa- 
sional Works. Collected and edited, with a Commentary, by J. Speeding, 
Trin. Coll. Cantab. Yols. I. and II. Svo. 24s. 


Criticism, Philosophy, Polity, ^'C. 

The lUSTITUTES of J-TrSTINIAlT; mth English Inti-oduction, Trans- 

lation, and Notes. By T. C. Sandars, M.A. Barrister, late Fellow of Oriel 
Coll. Oxon, Third Edition. Svo. 15s. 

The ETHICS of ARISTOTLE. Illustrated with Essay&and Notes. 
By Sir A. Grant, Bart. M.xV. LL.D. Director of Public Instruction in the^ 
Bombay Presidency. Second Edition, revised and completed. 2 vols. Svo. 
2Ss. 

ELEMENTS of LOGIC. By R. Whately, D.D. late Archbishop of 
Dublin. Ninth Edition. Svo. 10s. 6c?. crown Svo. 4s. 6d. 

Elements of Rhetoric. By the same Author. Seventh Edition. 

Svo. 105. 6c?. crown Svo. 4s. 6^ 

English Synonymes. Edited by Archbishop Whately. 5th Edition. 
Fcp. 8s. ” 

BACON’S ESSAYS with ANNOTATIONS. By R. Whately, D.D. 

late Archbishop of Dublin. Sixth Edition. Svo. 10s. 6c?. 

LORD BACON’S WORKS, collected and edited by R. L. Ellis, M.A. 
J. Spedding, M.A. and D. D. Heath. Yols. I. to Y. Philosophical WorM, 
5 vols. Svo. £4 6s. Yols. VI. and YII. Literary and Professional Works, 
2 vols. £1 16s. 
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Oh REPBESENfTATIVE GOVEE.N’IEEN’T. Bj John Stuart Mill, 
M..P. for Westminster, Third Edition, Svo. 95. crown 8vo. 25. 

Oh Liberty. By the same Author. Third Edition, Post Svo. Is. 6d. 
crown Svo. l5. 

Principles of Political Economy. By the same. Sixth Edition. 
2 Tols. 8vo. SOs. or in 1 vol. crown Svo. 55. 

A System of Logic, Eatiocinative and Inductiye. By the same. 
Sixth Edition. Two vols. Svo. 255. 

Utilitarianism. By the same. Second Edition. Svo. 5s. 

Dissertations and Discussions. By the same Author. 2 vols. Svo. 
price 245. 

Examination of Sir W. Hamilton’s Philosophy, and of the Principal 
Philosophical Questions discussed in his Writings. By the same Author, 
Second Edition. Svo. 145. 

The ELEMENTS of POLITICAL ECONOMY. By Henry Dunning 
Maclbod, M.A. Earrister-at-Law. Svo. 165. 

A Dictionary of Political Economy; Biographical. Bibliographical, 
Historical, and Practical. By the same Author. Vol. I. royal Svo. S05. 

MISCELLANEOUS EEMAINS from the Common-place Book of 
Richard Whatelt. D.D. late Archbishop of Dublin. Edited by E. Jane 
Whately. Second Edition. Grown Svo. 75. ed. 

ESSAYS on the ADMINISTRATIONS of GREAT BRITAIN from 
17S3 to 1S30. By the Right Hon. Sir G. 0. Lewis, Bart. Edited by the 
Right Hon. Sir .E. Head, Bart. Svo. with Portrait, 155. 

JSi/ the same Author. 

Inquiry into the Credibility of the Early Roman History, 2 vols. 
price 305. 

On the Methods of Observation and Reasoning in Politics, 2 vols. 
price 285. 

Irish Disturbances and Irish Church Question, 125. 

Remarks on the Use and Abuse of some Political Terms, 95. 

The Pables of Bahrius, Greek Text with Latin Notes, Part I. 
65. Qd. Part II. 35. Qd. 

An OUTLINE of the NECESSARY LAWS of THOUGHT : a Treatise 
on Pure and Applied Logic. By the Most Rev. W. Thomson, D.D. Arch- 
bishop of York. Crown Svo. 55. 6cZ. 

The ELEMENTS of LOGIC. ^ By Thomas Shedden, M. A. of St. 
Peter’s Coll. Cantab. 12mo. 45.** 6d 

ANALYSIS of Mr. MILL’S SYSTEM of LOGIC. By W. Stebbing, 
M.A. Bellow of Worcester College, Oxford. Second Edition. 12mo. 35. 6c?. 

The ELECTION of REPRESENTATIVES, Parliamentary and Muni- 
cipal ; a Treatise. By Thomas Hare, Barrister-at-Law, Third Edition, 
with Additions, Crown Svo. 65. 
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SPEECHES of ttQ BIGHT HON. LOEB MACATTLAY, corrected by 

Himself. Library Edition, 8vo. 125. People’s Edition, crown 8vo. 35. 6d. 

LOBB MACAiriAY’S SPEECHES on PAELIAMEHTABY BEFOBM 

in 1831 and 1832. 16mo. Is. 

A BICTIONABY of tlie ENGLISH LANGUAGE. By E. G. Latham, 
M.A. M.I3. F.E.S. Founded on the Dictionary of Dr. S. Johysom", as edited 
by the Eev. H. J. Todd, with numerous Emendations and Additions, 
Publishing in 36 Parts, price 35. 6d. each, to form 2 vols. 4to.. 

THESAITBUS of ENGLISH WORDS and PHRASES, classified and 
arranged so as to facilitate the Expression of Ideas, and assist in Literary 
Composition. By P. M. Roget, M.D. ISth Edition. Crown 8vo. 105. 6d. 

LECTURES on tbe SCIENCE of LANGUAGE, delivered at tbe Royal 
Institution. By Max MhLLEE,, M.A. Tayloriaii Professor in the XJniverMty 
of Oxford. PmsT Seeies, Fifth Edition, 125. Secoed Seeies, 185. 

CHAPTERS on LANGUAGE. By Frederic W. Farrar, F.R.S. late 
Fellow of Trill. Coll. Cambridge, Author of ‘ The Origin of Language,’ Ac. 
Crown 8vo. 85. Qd. 

The DEBATER ; a Series of Complete Debates, Outlines of Debates, 
and Questions for Discussion. By F. Rowtox. Fcp. 65. 

A COURSE of ENGLISH READING, adapted to every taste and 
capacity; or, How and What to Read. By the Rev. J. Pycroet, B.A, 
Fourth Edition. Fcp. 55. 

MANUAL of ENGLISH LITERATURE, Historical and Critical. By 
Thomas Aexold, M.A. New Edition, thoroughly revised. Crown 8vo. 

early ready. 

SOUTHEY’S DOCTOR, complete in One Volume. Edited by the Rev. 
J. W. Waetee, B.D. Square crown 8vo. 125. 6d. 

HISTORICAL and CRITICAL COMMENTARY on the OLD TESTA- 
MENT; with a Now Translation. By M. M. Kalisch, Ph.D, VoL. L 
Getzesis, 8vo. ISs. or adapted for the General Reader, 125. Vol. II. JBn’oduSy 
155. or adapted for the General Reader, 125. 

A Hebrew Grammar, with Exercises. By the same. Part I. Out- 
lines with Exercises, 8vo. 125 . 6d. Key, 55. Part II. Exceptional Forms 
and Constructions, 125. 6d:. 

A LATIN-ENGLISH DICTIONARY. By J. T. White, D.D. of 
Corpus Christi College, and J. E. RiyIoee, M.A. of St. Edmund Hall, Oxford. 
Imperial 8vo. pp. 2,128, price 425. cloth. , 

A New Latin-English Dictionary, abridged from the larger work 
of White and Biddle (as above), by J. T. White, D.D. Joint-Author. 
Medium 8vo. pp. 1,048, price 185. cloth. 

The Junior Scholar’s Latin-English Dictionary, abridged from the 
larger worhs of White and Biddle (as above), by J.T. White, D.D. surviving 
Joint- Author. Square 1 2mo. pp. 662, price 75. 6d. cloth. 
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An ENGLISH-GEEEK LEXICpiT, containing all the Greek Words 
■used by Writers of good authority. By C. D. YojS’GE, B.A. Eifth Edi- 
tion. 4to. 21s. 

Mr. YONGE’S NEW LEXICON, English and Greek, abridged from 
bis larger work (as above) . Revised Edition. Square 12m o. 8s. Qd. 

A GBEEK-ENGLISH LEXICON. Compiled by H. G. Liddell, L.I). 
Dean of Christ Church, and R. Scott, D.D. Master of Balliol. Eifth Edition. 
Crown 4!to, Sis. Qd. 

A Lexicon, Greek and English, abridged from Liddell and Scott’s 
GreeJc-lEngUsh Lexicon. Eleventh Edition. Square 12mo. 7s. 6(f. 

A SANSKRIT-ENGLISH DICTIONARY, the Sanskrit words printed 
both in the original Devanagari and in Roman letters ; with References to 
the Best Editions of Sanskrit Authors, and with Etymologies and Compa- 
risons of Cognate Words chiefly in Greek, Latin. Gothic, and Anglo-Saxon. 
Compiled by T. Benpey, Prof, in the Univ.' of Gottingen. 8vo. 526-, Gel. 

A PRACTICAL DICTIONARY of the ERENCH and ENGLISH LAN- 

GTJAGES. By L. Contanseau. Eleventh Edition. Post 8vo. 10a. Gd. 

Contanseau’s Pocket Dictionary, Erench and English, abridged from 
the above by the Author. New and Cheaper Edition, 18mo. Ss. Gel 

NEW PRACTICAL DICTIONARY of the GERMAN LANGUAGE; 

German-English and English-German. By the Rev. W. L. Blackley, M.A. 
and Dr. Gael Martik Peiedlakdeh. Post 8vo. 14s. 


Miscellaneous Works and Popular Metaphysics. 

SICEEATIOlfS of a COUITTEY PAESON. By A. K. H. B. First 

Series, with 41 Woodcut Illustrations from De.signs by R, T. Pritchett. 
Crown 8vo. 12s. 6d. 

Recreations of a Country Parson. Second Series. Cr. 8vo. 3s. 6 c /. 

The Common-place Philosopher in Town and Country. By the same 
Author. Crown 8vo. 3s. 6d. 

Leisure Hours in Town; Essays Consolatory, ^sthetical, Moral, 
Social, and Domestic. By the same Author. Ci'owu 8vo. 35. 6d, 

The Autumn Holidays of a Country Parson; Essays contributed 
to Prase?’’ s Magazine and to Good Words, By the same. Crown 8vo. 35. Gd. 

The Graver Thoughts of a Country Parson. Second Series. By 
the same Author.^ Crown 8voy35. 6d. 

Critical Essays of a Country Parson. Selected from Essays con- 
tributed to Fraser’s Magazi?ie, By the same Author. Post 8vo. 95. 

Sunday Afternoons at the Parish Church of a University City. 
By the same Author. Crown 8 vo. 3s. 6c?. 

A CAMPAIGNER AT HOME. By Shirley, Author of ‘ Thalatta’ 
and ‘ Nugee Criticse.’ Post 8vo. with Vignette, 75, 6c?. 
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STUDIES in PARLIAMENT. A Series of Sketches of Leading Poli- 
ticians. By E. H. Huttoh. [Reprinted from the ‘ Pall Mall Gazette.’] . 
Crown 8vo. 4s. 6d. 

LORD MACAULAY’S MISCELLANEOUS WRITINGS. 

Libeaey Editiobt. 2 vols. 8vo. Portrait, 21s. 

People’s Edition. 1 vol. crown 8vo. 4s. 6d. 

The REV. SYDNEY SMITH’S MISCELLANEOUS WORKS ; includ- 
ing his Contributions to the Edinburgh Review. 2 vols. crown 8vo. S;?. 

Elementary Sketches of Moral Philosophy, delivered at the Royal 
Institution. By the same Author. Pep. *Is. 

The Wit and Wisdom of the Rev. Sydney Smith: a Selection of 
the most memorable Passages in his Writings and Conversation. 16mo. 5s. 

EPIGRAMS, Ancient and Modern ; Humorous, Witty, Satirical, Moral, 
and Panegyrical. Edited by Rev. Johbt Booth, B.A. Cambridge. Second 
Edition, revised and enlarged. Pep. Is. ^d. 

Erom MATTER to SPIRIT : the Result of Ten Years’ Experience in 
Spirit Manifestations. By Sophia E. De Moegah. With a Peeeace by 
Professor De Moegah. Post 8vo. Ss, 6d. 

The ENGLISH and THEIR ORIGIN : a Prologue to authentic English 
History. By Luke Owen Pike, M.A. Barrister-at-Law. 8vo. ds. 

ESSAYS selected from CONTRIBUTIONS to the Edinburgh Eeview. 
By Heney Rogees. Second Edition. 3 vols. fcp. 2ls. 

Reason and Eaith, their Claims and Conflicts. By the same Author. 
New Edition, revised and extended, and accompanied by several other 
Essays, ©a related subjects. Crown 8vo. 65. 6d. 

The Eclipse of Eaith ; or, a Yisit to a Religious Sceptic. By the 
same Author. Eleventh Edition. Pep. 5s. 

Defence of the Eclipse of Eaith, by its Author ; a rejoinder to Hr. 
Newman’s Reply. Third Edition. Pep. 3s. 6d. 

Selections from the Correspondence of R. E. H. Greyson. By the 
same Author. Third Edition. Crown 8vo. 75. 6d. 

Eulleriana, or the Wisdom and Wit of Thomas Euller, with Essay 
on liis Life and Genius. By the same Author. 16mo. 25. Qd. 

OCCASIONAL ESSAYS. By Chandos Wren Hoskyns, Author of 
* Talpa, or the Chronicles of a Clay Parm,’ &c. 16ma. 5s. Gd. 

An ESSAY on HUMAN NATURE ; showing the Necessity of a Divine 
l^velation for the Perfect Developr^ut of Man’s Capacities. By Henry 
S. Boase, M.D, P.R.S, and G.S. 8vo. 125^ 

The PHILOSOPHY of NATURE ; a Systematic Treatise on the Causes 
and Laws of Natural Phsenomena. By the same Author. Svo. 125. 

An INTRODUCTION to MENTAL PHILOSOPHY, on the Inductive 
Method. By. J. D. Moeell,M,A. IL.D. Svo. 125. 

Elements of Psychology, containing the Analysis of the Intellectual 
Powers. By the same Author. Post Svo. 75. 6d. 
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Tlie SECRET of HEGEL : being the Hegelian System in Origin, 
Principle, Eorm, and Matter. By James Hutchison Stieling. 2 vols. 
8vo. 285. 

SIGHT and TORCH : an Attempt to Disprove the Received (or Berhe- 
leian) Theory of Vision. By Thomas K. Abbott, M.A. Eellow and Tutor 
of Trin. Coll. Dublin. Svp. with 21 Woodcuts,- 55. Gd, 

The SEHSES and the INTELLECT. By Albxandee Bain, M.A. 
Professor of Logic in the TFniversity of Aberdeen. Second Edition. 8vo. 
price 155. 

The Emotions and the Will, by the same Author ; completing a 
Systematic Exposition of the Human Mind. Svo. 155. 

On 'the Study of Character, including an Estimate of Phrenology. 
By the same Author. Svo. 95. 

TIME and SPACE : a Metaphysical Essay. By Shadwoeth H. 
Hodg-son, Svo. pp. 588, price 165. 

The WAY to REST : Results from a Life-search after Religious Truth. 
By R. Vaughan, D.D. Crown Svo. 75. Gd. 

HOURS WITH THE MYSTICS: a Contribution to the History of 
Religious Opinion. By Robeet Alteed Vaughan, B.A, Second Edition. 
2 vols. crown 8vo. l25. 

The PHILOSOPHY of NECESSITY ; or, Natural Law as applicable to 
Mental, Moral, and Social Science. By Chaeles Beat. Second Edition. 
Svo, 95. 

The Education of the Peelings and Affections. By the same Author. 
Third Edition. Svo. 85. 6d. 

On Force, its Mental and Moral Correlates. By the same Author. 
Svo, 5s. 

CHRISTIANITY and COMMON SENSE. By Sir Willoughby 
Jones, Bart. M.A. Trin. Coll. Cantab. Svo. 65. 


Astronomy, Meteorology, P.opular Geography, 

OtTTIINES of ASTSONOMT. By Sir J. B. W. Heeschel, Bart. 

M,A. Eighth Edition, revised ; with Plates and Woodcuts. Svo. ISs. 

ARAGO’S POPULAR ASTRONOMY. Translated by Admiral W. IL 
Smtth, P.R.S. aud R. Geant, M.A. With 25 Plates and 358 Woodcuts. 
2 vols. Svo. £2 55. 

SATURN and its SYSTEM. By^ RiCHAEU A. Peootor, B.A. late 
Scholar of St John’s Coll. Camb'. and King’s Coll, London. Svo. with 
14 Plates, 145. 

The Handbook of the Stars. By the same Author. 3 Maps. Square 
fcp. 55. 

CELESTIAL OBJECTS for COMMON TELESCOPES. By the Rev. 

T. W. Webb, M.A. E.R.A.S. WithMap ofthe Moon, and Woodcuts. 16mo. 75. 
PHYSICAL GEOGRAPHY for SCHOOLS and GENERAL READERS. 
By M. P. Maubx, LL,D. Pep. with % Charts, 2s, Gd, „ 
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M^CUIEOCH’S DICTIONARY, Geographical, Statistical, and Historical, 
of the various Countries, Places, and Principal Natural Objects in the World. 
New Edition, carefully revised, with the Statistical Information brought 
up to the latest returns by E. Martiit. 4 vols. medium 8vo. with numerous 
coloured Maps, £4 4i?. 

A CENERAI DICTIONARY of GEOGRAPHY, Descriptive, Physical, 
Statistical, and Historical ; forming a complete Gazetteer of the World. By 
A. Keith Johnstoh, F.R.S.E. 8vo. Zls, Gd, 

A MANDAL of GEOGRAPHY, Physical, Industrial, and Political 
By W. HtrOHES, P.R.G.S. Professor of Geography in King’s College, and in 
Queen’s College, London. With 6 Maps. Ecp. 7s. 6d, 

HAWAII; the Past, Present, and Future of its Island-Kingdom : an 
Historical Account of the Sandwich Islands. By Mahley Hopeiits, 
Hawaiian Consul-General, &c. Second Edition, revised and continued ; 
with Portrait, Map, and 8 other Illustrations. Post 8vo. 12s. Gd. 

MAUNDER’S TREASURY of GEOGRAPHY, Physical, Historical, 
Descriptive, and Political. Edited by W. Htjohes, F.R.G.S. With 7 Maps 
and 16 Plates. Ecp. 105. Gd. 


Natural History and Popular Science. 

The ElUMEH-XS of PHYSICS or HATUSAL PHILOSOPHY. By 

Neil Arnott, M.D. F.R.S. Physician Extraordinary to the Queen. Sixth 
Edition, rewritten and completed. 2 Parts, 8vo. 215. 

HEAT CONSIDERED as a MODE of MOTION. By Professor John 
Tyitdall, LL.D. F.R.S. Second Edition. Crown 8vo. with Woodcuts, 125. 6d!. 

VOLCANOS, the Character of their Phenomena, their Share in the 
Structure and Composition of the Surface of the Globe, &c. By G. Poulett 
S cEOPE, M.P. F.R.S. Second Edition. 8vo. with Illustrations, 155. 

ROCKS CLASSIFIED and DESCRIBED. By Bernhard Von Cotta. 
An English Edition,' by P. H. Lavveence (with English German, and 
French Synonymes), revised by the Author, Post 8vo. 145. 

Lithology, or a Classified Synopsis of the Names of Rocks and Minerals, 
also by Mr. Lawrence, adapted to the above work, may be had, price 55. or 
printed on one side only (interpaged blank) for use in Cabinets, price 75. 

A TREATISE on ELECTRICITY, in Theory and Practice. By A. 
De la Eive, Prof, in the Academy of Geneva. Translated by 0. T. Walker, 
E.R.S, 3 vols. 8vo. with Woodcuts, £3 135. 

The CORRELATION of PHYSICAL FORGES. By W. R. Grove, 
Q.C.Y.P.R.S. Fourth Edition. Sv*!). 75. 

HAHUAl of GEOLOGY. By S. HaiJghton, M.D. F.E.S. Fello-w of 

Trin. Coll, and Prof, of Geol. in the Univ. of Dublin. Revised Edition, with 
66 Woodcuts. Fcp. Gs. 

A GDIDE to GEOLOGY. By J. Phillips, M.A. Professor of Geology 
in the University of Oxford. Fifth Edition, with Plates. Fcp. 45. 

A GLOSSAEY of MINEBALOGY. By H. W. Emsiow, V.G.S. of 

the Geological Suiwey of Great Britain. With 486 Figures. Crown 8vo. 125. 
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PHILLIPS’S ELEMENTARY INTROLITCTION to MINERALOGY, 

with extensive Alterations and Addition^, by H. J. Beooee, P. R.S. and 
W. H. Miller, E.G.S. Post 8 vo. with Woodcuts, iSs. 

VAN BER HDEVEN’S HANBBOOK of ZOOLOGY. Translated from 
the Second Dutch Edition by the Rev. W. Clark, M.D. P.R.S. 2 vols. 8vo. 
with 24 Plates of Pigures, 60s. 

The COMPARATIVE ANATOMY and PHYSIOLOGY of the VERTE- 
hrate Animals. By Richard Owek, E.R.S. I).C.L. 3 toIs. 8vo. with 

upwards of 1,200 Woodcuts. Vols, I. and II. price 21s. each, now ready. 

The EIRST MAN and HIS PLACE in CREATION, considered on 
the Principles of Common Sense from a Christian Point of View ; with an 
Appendix on tlie Negro. By Georue Moore, M.D. M.R.C.P.L. &c. Post 
8vo. Ss. 6c?. 

The LAKE DWELLINGS of SWITZERLAND and other parts of 
Europe. By Dr. P. JKeller, President of the Antiquarian Association of 
Zurich. Translated and ari’anged by J, E. Lee, F.S.A. P.G.S. Author of 
‘ Isca Silurum.^ With several Woodcuts and nearly 100 Plates of Pigures. 
Royal 8vo. 31«. 6c?. 

HOMES WITHOUT HANDS; a Description of the Habitations of 
Animals, classed according to their Principle of Construction. By Rev. J. 
G. Wood, M.A, P.L.S. With about 140 Vignettes ou Wood (20 full size of 
page). Second Edition. 8vo. 21s'. . 

MANUAL of CORALS and SEA JELLIES. By J. R. Greene, B. A. 
Edited hy the Rev. J. A. Galbraith, M.A. and the Rev. S. Haughton, 
M.D. Pep. -with 39 Woodcuts, 55. 

Manual of Sponges and Animalcnlee ; with a General Introduction 
on the Principles of Zoology. By the same Author and Editors. Pep. with 
16 Woodcuts, 25. 

Manual of the Metalloids. By J. Abjohnt, M.D. F.R.S. and the 
same Editors. Revised Edition. Pep, with 38 Woodcuts, 7s. 6c?. 

The HARMONIES of NATURE and UNITY of CREATION. By Dr. 

George Hartwig. 8vo. with numerous Illustrations, 185. 

The Sea and its Living Wonders. By the same Author. Third 
(English) Edition. Sro. with many Illustrations. 185. 

The Tropical World. By the same Author. With 8 Chromoxylo- 
graphs and 172 Woodcuts. 8vo. 215. 

A HUNTER’S EXPERIENCES in the SOUTHERN STATES of 
AMERICA ; being an Account of tbe Natural History of the various Quad- 
rupeds and Birds which are the objects of Chase in those Countries. By 
Captain Plack (The Ranger). Post 8vo. 105. &d. 

SKETCHES of the NATURAL HISTORY of CEYLON. By Sir J. 

Emerson Tennent, K.C.S. LL.D.e With 82 Wood Engravings. Post 8vo. 
price 125. Qd. 

Ceylon. By the same Author. Fifth Edition ; with Maps, 85 c. and 90 
Wood Engravings. 2 vols. 8vo. £2 IO 5 . 

The Wild Elephant, its Structure and Habits, with the Method of 
Taking and Training it in Ceylon. By the same Author. With Illustrations. 
In 1 voL [^Nearly ready. 

A FAMILIAR HISTORY of BIRDS By E. Stanley, D.D. E.R.S. 
late Lord Bishop of Norwich. Seventh Edition, with Woodcuts. Pep. 35. 6(?, 
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KIRBY and SPENCE’S INTROBTTCTION to ENTOMOLOGY, or 

Elements of the Natural History of Insects. Seventh Edition. Crown 8vo. 
price 5s. 

MAHNDER’S TREASURY of NATURAL HISTORY, or Popular 
Pictionary of Zoology. Revised and corrected by T. S. Cobbold, M.D* 
Pop. with 900 Woodcuts, 105. 

The TREASURY of BOTANY, or Popular Dictionary of the Vegetable 
Kingdom; with which is incorporated a Glossary of Botanical Terms. 
Edited by J. Lihdley, E.R.S. and T. Moore, E.L.S. assisted by eminent 
Contributors. Pp. 1,274, with 274 Woodcuts and 20 Steel Plates. 2 Parts, 
fcp. 205. 

The ELEMENTS of BOTANY for FAMILIES and SCHOOLS, 

Tenth Edition, revised by Thomas Moore, E.L.S. Fcp. with 154 Wood- 
cuts, 25. 6d. 

The ROSE AMATEUR’S GUIDE. By Thomas Rivers. New Edition. 
Fcp. 4s. 

The BRITISH FLORA; comprising the Phsenogamous or Flowering 
Plants and the Ferns. By Sir W. J. Hooker, K.H. and G. A. Walker- 
Arnott, LL.D. 12mo. with 12 Plates, 145. or coloured, 215. 

BBYOLOGIA BRITANNICA ; containing the Mosses of Great Britain 
and Ireland, arranged and described. By W. Wibson. 8vo. with 61 Plates 
425. or coloured, £4 45. 

The INDOOR GARDENER. By Miss Malino. Fcp. with Frontis- 
piece, printed in Colours, 65. 

LOUDON’S ENCYCLOPiEDIA of PLANTS; comprising the Specific 
Character, Description, Culture, History, &c. of all the Plants found iu 
Great Britain. With upwards of 12,000 Woodcuts. 8vp. 425. 

Loudon’s Encyclopaedia of Trees and Shrubs ; containing the Hardy 
Trees and Shrubs of Great Britain scientifically and popularly described. 
With 2,000 Woodcuts. 8vo. 505. 

MAUNDER’ S SCIENTIFIC and LITERARY TREASURY ; a Popular 
Encyolopjndia of Science, Literature, and Art. New Edition, thoroughly 
revised and in great part re-written, . with above 1,000 new Articles, by 
J. Y. Johnson, Corr. M.Z.S. Fcp. 105. 6cl. 

A DICTIONARY of SCIENCE, LITERATURE, and ART. Fourth 
Edition, re-edited by W. T. Brande (the Author), and Georg-e W. Cos;, M.A. 
assisted by contributors of eminent Scientific and Literary Acquirements. 
3 vols. medium 8vo. price 635. cloth. 

ESSAYS on SCIENTIFIC and other SUBJECTS, contributed to 
Reviews. By Sir H. Holland, Bart. M.D- Second Edition. 8vo. 14-5. 
ESSAYS from the EDINBURGH and QUABTERLY REVIEWS; 
with Addresses and other Pieces. By Sir J. F. W. Heeschel, Bart. M.A, 
8vo. 185. 

_ 

Chemistry, Medicine, Surgery,, and the 
Allied Sciences. 

A DICTIONABY of CHEMISTRY and the Allied Branches of other 

Sciences: founded on that of the late Dr. Ure. By Henry Watts, F.O.S. 
assisted by eminent Contributors. 5 vols. mediiun 8vo. in course of publica- 
tion in Parts. Yol. 1. 315. Qd, VoL. II. 265. YoL. III. 815. 6cZ. Yon. lY. 21s. are 
now ready. 
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A HAraBOOK of VOLEMETEICAL ANALYSIS. By Egbert H. 
Scott, M-A. T.C.I). Post 8vo. 

ELEMENTS of CHEMISTEY, Theoretical and Practical. By William 
A. Miller, M.B. LL.D. P.B.S- P.G.S. Professor of Chemistry, King’s 
College, London- 3 vols. Svo. £2 135. Part I. Chemical Pieysics. 
Third Edition, 125. Part II. IiroRGAiric Chemistry, 215. Part III. 
Orgahio Chemistry, Second Edition, 20s. 

A MANUAL of CHEMISTEY, Descriptive and Theoretical, By 
William Oplihg, M.B. E.E.S. Part I. Svo. 95. 

A Course of Practical Chemistry, for the use of Medical Students. 
By the same Author. Second Edition, vpith 70 new Woodcuts. Crown Svo. 
price 75. Qd. 

Lectures on Animal Chemistry, delivered at the Boyal College of Phy- 
sicians in 1865. By the same Author. Crown Svo. 45. 6oJ. 

The DIAGNOSIS and TEEATMENT of the DISEASES of WOMEN; 
including the Diagnosis of Pregnancy. By Graily Hewitt, M.D. New 
Edition, thoroughly revised; with numerous Woodcut Illustrations. 
Svo. ZJSfearly ready. 

LECTUEES on the DISEASES of INEANCY and CHILDHOOD. By 
Charles West, M.B, &c. Eifth Edition, revised and enlarged. Svo. 165. 

EXPOSITION of the SIGNS and SYMPTOMS of PEEGNANCY: 
with other Papers on subjects connected with Midwifery. By W. E. 
Moktgomery, M.A. 1M.B. M.E.I.A. Svo. with Illustrations, 255. 

A SYSTEM of SUEGEEY, Theoretical and Practical. In Treatises 
by Tarious Authors. Edited by T. Holmes, M.A. Cantab. Assistant-Surgeon 
to St. George’s Hospital. 4 vols. Svo. £4 135. 

Vol. I. General Pathology, 215. 

Vol. II. Local Injuries: Gunshot Wounds, Injuries of the Head, 
Back, Pace, Neck, Chest, Abdomen, Pelvis, of the Upper and Lower Ex- 
tremities, and Diseases of the Eye. 215. 

¥ol. Ill, Operative Surgery. Diseases of the Organs of Circula- 
tion, Locomotion, &c. 215. 

Vol. IV, Diseases of the Organs of Digestion, of the Genito- 
urinary System, and of the Breast, Thyroid Gland, and Skin ; with 
Aptenbix and General Index. 305. 

LECTUEES on the PEINCIPLES and PBACTICE of PHYSIC. By 
Thomas Watsost, M.I). Physician-Extraordinary to the Queen. Pourth 
Edition. 2 vols. Svo. 345. 

LECTUEES on SUBGICAL PATHOLOGY, By X Paget, F.E.S. Sur- 
geon-Bxtraordinary to the Queen, Edited by W. Turner, M.B. Svo. with 
117 Woodcuts, 215. 

A TEEATISE on the CONTINUPSD FEVEES of GEEAT BEITAIN, 
By C. Murchison, M,I>. Serpor Physician to the London Fever Hospital. 
Svo. with coloured Plates, 18s. 

ANATOMY, DESCEIPTIVE and SUEGICAL. By Henry Gray, 
P.E.S. With 410 Wood Engravings from Dissections. ’Fourth Edition, by 
T. Holmes, M.A. Cantab. Eoyal Svo. 285. 

The CYCLOP.a:DIA of ANATOMY and PHYSIOLOGY. Edited by 
the late E. B. Todd, M.B. F.E.S. Assisted by nearly all the most eminent 
cultivators of Physiological Science of the present age. 5 vols. Svo. with 
2,858 Woodcuts, £6 65. 
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PHYSIOLOGICAL ANATOMY and PHYSIOLOGY of MAN. By the 
late R. B. Todd, M.D. F.R.S. and W. Bowman, P.R.S. of King’s College. 
W^itli numerous Illusti'ations. Tol. 11. 8vo. 25s. 

Yol. I. Hew Edition b.y Dr. Lionel S. Beale, P.R.S.in course of publi- 
cation ; Past 1. with 8 Plates, 7^. 6d:. 

HISTOLOGICAL DEMONSTRATIONS; a Guide to the Microscopical 
Examination of the Animal Tissues in Health and Disease, for the use of 
the Medical and Veterinary Professions. By G. Hadley, M.I). and G. T. 
Beown, M.R,C.V.S. Post Svo. with 223 W^oodcuts. 

A DICTIONARY of PRACTICAL MEDICINE. By J. Copland, M.B. 
E.R.S. Abridged from the larger work by the Author, assisted by J. C. 
Copland, M.R.C.S. and throughont brought down to the present State of 
Medical Science. Pp. 1,560 in Svo. price S6s. 

Dr. Copland’s Dictionary of Practical Medicine (the larger work). 

3 vqls. Svo. £5 ll5. ’ • 

The WORKS of SIR B. C. BRODIE, Bart, collected and arranged 
by Chaeles Hawkins, P.R.C.S.E. 3 vols. Svo. with Medallion and Fac- 
simile, 48s. 

Autobiography of Sir B. C. Brodie, Bart. Printed from, the Author’s 
materials left in MS. Second Edition. Ecp. 4s. 6d. 

The TOXICOLOGIST’S GUIDE: a New Manual on Poisons, giving the 
Best Methods to be pursued for the Detection of Poisons (post-mortem or 
otherwise). By John Hoesley, E.C.S. Analytical Chemist. Post Svo. Ss. Sd. 

A MANITAL of MATERIA MEDICA and THERAPEUTICS, abridged 
from Dr. Peeeida’s Mewents by E. J. Eaede, M.D. assisted by R. Bentley, 
M.R.C.S. and by R. 'VyAUiNGXON, P.R.S. Svo. with 90 Woodcuts, 21s. 

Dr. Pereira’s Elements of Materia Medica and Therapeutics. Third 
Edition. By A. S. Taylor, M.D. and G. O. Rees, M.D, s vols. Svo. with 
Woodcuts, £3 355. 

THOMSON’S CONSPECTXrS of the BElUSH PHABMACOTCEIA. 

Twenty-fourth Edition, corrected and made conformable throughout to the 
New Pharmacopceia of the General Council of Medical Education. By E. 
Lloyd Birkett, M.D. l8mo. 55. Qd. 

MANUAL of the DOMESTIC PRACTICE of MEDICINE* By W. B. 

Kesteven, F.R.C.S.E. Second Edition, revised, with Additions. Fcp. 55. 
The RESTORATION of HEALTH; or, the Application of the Laws of 
Hygiene to the Recovery of Health; a Manual for the Invalid, and a Guide 
in the Sick Room. By W. Strange, M.D. Fcp. 65. 

SEA-AIR and SEA-BATHING for CHILDREN and INVALIDS. 

By the same Author. Fcp. boards, 35. 

MANUAL for the CLASSIFICATION, TRAINING, and EDUCATION 

of the Feeble-Minded, Imbecile, and Idiotic. By P. Martin Duncan, M.B. 
and William Millard, Crown 8va 55. 


The Fine Arts, and Illustrated Editions. 

The NEW TESTAMENT, illustrated with Wood Engravings after the 
Early Masters, chiefly of the Italian School. Crown 4to. 6Ss. cloth, gilt top ; 
or £q 65. elegantly bound in morocco. 
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LYE A GEEMANICA; Hymns for the Sundays and Chief festivals of 
the Oliristian Year. Translated by CATHElirjfE Wi^srEWOETH; 125 Illus- 
trations on Wood drawn by J. Lbig-htoiv, F.S.A. Ecp. # 0 . 21«. 

The LIFE of MAN SYMBOLISED by the MONTHS of the YEAE in 

their Seasons and Phases ; with Passages selected from Ancient and Modern 
Authors. By Eichabd Pigot. Accompanied by a Series of 25 full-page 
Illustrations and numerous Marginal Devices, Decorative Initial Letters, 
and Tailpieces, engraved on W ood from Original Designs by J ohk Leightok", 
P.S,A. 4to. 425. 

CATS’ and FAELIE’S MOEAL EMBLEMS ; with Aphorisms, Adages, 
and Proverbs of all Nations: comprising 121 Illustrations on Wood by J. 
Leighpoit, P.S.A. with an appropriate Text toy E. Pigot. Imperial 8vo. 
815. 6d. 

SHAESPEAEE’S SENTIMENTS and SIMILES, printed in Black and 
Gold, and Dlumlnated in the Missal Style by Heney Noel Humpheeys. 
In massive covers, containing the Medallion and Cypher of Shakspeare. 
Square post 8vo. 215. 

The HISTOEY of ODE LOED, as exemplified in "Works of Art. 
Being the fourth and concluding series of * Sacred and Legendary Art.’ By 
Mrs. Jameson” and Lady Bastlake. Second Edition, with 13 Etchings 
and 281 Woodcuts, 2 vols. square crown 8vo. 425. 

In the same Series, by Mrs. Jamesoit. 

Legends of the Saints and Martyrs. Fourth Edition, with 19 
Etchings and 187 Woodcuts. 2 yols. 815. 6<:?. 

Legends of the Monastic Orders. Third Edition, with 11 Etchings 
and 88 Woodcuts. 1vol. 215. 

Legends of the Madonna. Third Edition, with 27 Etchings and 165 
Woodcuts. 1 vol. 215. 


Arts, Manufactures, ^c. 

DEAWING^from NATURE; a Series of Progressive Instructions in 
Sketching, from Elementary Studies to Finished Views, with Examples 
h'om Switzerland and the Pyrenees. By Geoege Baentaud, Professor of 
Drawing at Kugby School. With 18 Lithographic Plates, and lOS Wood 
Engravings. Imp. 8vo. 25s. 

GWILT’S ENCyCLOP.ffiDIA of ARCHITECTDEE. New Edition, 
revised, with Alterations and considerable Additions, by Wyatt Papwoeth. 
With above 850 New Engravings and Diagrams on .Wood by O. Jewitt, and 
upwards of 100 other Woodcuts. 8vo. iln December. 

TUSCAN SCULPTORS, their Lives, Works, and Times. "With 45 
Etchings and 28 Woodcuts from driginal Drawings and Photographs. By 
Chabies C. Peektsts. 2 vols; imperial 8vo. 635. 

The GRAMMAR of HERALDRY : containing a Description of all the 
Principal Charges used in Armory, the Signification of Heraldic Terms, and 
the Rules to be observed in Blazoning and Marshalling. By Johe JB. 
CussAKS. Pop. with 196 Woodcuts, 45. U. 

The ENGINEER’S HANDBOOK; explaining the Principles which 
should guide the young Engineer in the Construction of Machinery. By 
0. S, Lowndes. Post 8vo. 5s. 
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The ELEMENTS of MECHANISM. By T. M. Goodeve, M.A. 
Professor of Mecliaiiics at the R. M. Acad. Woolwich, Second Edition, 
with 217 Woodcuts, Post 8vo. 6s. 6d. 

ITRE’S DICTIONAR'Y of ARTS, MANTIPACTREES, and MINES. 

Re-written and enlarged by Robeet Hunt, P.R.S. assisted by numerous 
Contributors eminent in Science and the Arts. With 2,000 Woodcuts. 3 vols, 
8vo. [In December. 

ENCYGLOPJEBIA of CIVII ENGINEERING, Historical, Theoretical, 
and Practical. By E. Ceest, O.B. With above 3,000 Woodcuts. 8vo. 42s. 

TREATISE on MILLS and MILLWORK. By W. Pairbaien, C.E. 
Second Edition, with 18 Plates and 322 Woodcuts. 2 vols. 8vo. 32s. 

Rsefnl Information for Engineers. By the same Author. Pirst 
and Second Series, with many Plates and Woodcuts. 2 vols. crown Svu. 
iOs. 6q!. each. 

The Application of Cast and Wrought Iron to Building Purposes. 

By the same Author. ThirdEdition, withG Plates "and 118 W^oodcuts. 8vo.l6s. 

IRON SHIP BUILDING, its History and Progress, as comprised in a 
Series of Experimental Researches on the Laws of Strain ; the Strengths, 
Porms, and other conditions of the Material ; and an Inquiry into the Present 
and Prospective State of the Navy, including the Experimental Results on 
the Resisting Powers of Armour Plates and Shot at High Velocities. By the 
same Author. With 4 Plates and 130 Woodcuts. 8vo. 18s. 

The PRACTICAL MECHANIC’S JOURNAL; an Illustrated Record 
of Mechanical and Engineering Science, and Epitome of Patent Inventions. 
4to. price 1^. monthly. 

The PRACTICAL DRAUGHTSMAN’S BOOK of INDUSTRIAL DE- 
SIGN. By W. Johnson, Assoc. Inst. C.E. With many hundred Illustrations. 
4to. 28«. 6d. 

The PATENTEE’S MANUAL : a Treatise on the Law and Practice of 
Letters Patent for the use of Patentees and Inventors. By J. and J. H. 
Johnson. Post 8vo. Is. 6d. 

Tie AETISAN CLTTB’S TREATISE on the STEAM ElrGIITE, in its 

various Applications to Mines, Mills, Steam Navigation, Railways and Agri- 
culture. By J. Bourne, C.E. Seventh Edition ; with 37 Plates and 543 
Woodcuts. 4to. 42iy. 

Catechism of the Steam Engine, in its various Applications to 
Mines, Mills, Steam Navigation, Railways, and Agriculture. By the same 
Author. With 199 Woodcuts. Pep. 9;?. The Introduction of ‘Recent 
Improvements’ may be had separately, with 110 Woodcuts, price 3s. 6d. 

Handbook of the Steam Enginet By the same Author, forming a 
Key to the Catechism of the Steam Engine, with 67 Woodcuts. Pep. 9s. 

A TEEATISE on the SCEEW BEOPEILEK, SCSeW VESSELS, and 

Screw Engines, as adapted for p^urposes of Peace and War ; illustrated by 
many Plates and Woodcuts. By the same Author. New and enlarged 
Edition, in course of publication in 24 Parts. Royal 4to. 2s. 6d. each. 

The THEORY of WAR Illustrated by numerous Examples from 
History. By Lieut.-Col. P. L. MAcDoueALL. Third Edition, with 10 Plans. 
Post 8vo. 10s. . 
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Tlie ART of PERFUMERY ; the History and Theory of Odours, and 
the Methods of Extracting the Aromas of Plants. By Dr. Piessb, F.C.S. 
Third Edition, with 53 Woodcuts, Crown 8vo. lOs. Qd. 

Chemical, Natural, and Physical Magic, for Juveniles during the 
Holidays. By the same Author. Third Edition, enlarged, with 38 Woodcuts. 
Fcp. 6s. 

TALPA; or the Chronicles of a Clay Farm. By C. 'W. Hoskths, 
Esq. Sixth Edition, with 24 Woodcuts hy G. Ceuikshahk. 16mo. 5s. &d. 

LOUDON’S ENCYCL0PJ3DIA of AGRICULTURE : comprising the 

' Laying-out, Improvement, and Management of Landed Property, and the 
Cultivation and Economy of the Productions of Agriculture, With 1,100 
Woodcuts. 8vo. 31s. 6c?. 

Loudon’s Encylopsedia of Gardening: comprising the Theory and 
Practice of Horticulture, Floriculture, Arboriculture, and .Landscape Gar- 
dening, With 1,000 Woodcuts. 8vo. 315.6c?. 

Loudon’s Encyclopaedia of Cottage, Farm, and Tilla Architecture 
and Furniture. With more than 2,000 Woodcuts. Svo. 425. 

GARDEN ARCHITECTURE and LANDSCAPE GARDENING: illus- 
trating the Architectural Embellishment of Gardens, with Reinarhs on 
Landscape Gardening in its relation to Architecture. By J ohjt Aethtje 
Hug-hes. 8vq. with 194 Woodcuts, 145. 

HISTORY of WINDSOR GREAT PARK and WINDSOR FOREST. 
By WiLLiASi Menzies, Resident Deputy-Surveyor. With 2 Maps and 20 
Photographs. Imp. folio, £8 85. 

BAYLDON’S ART of VALUING RENTS and TILLAGES, and Claims 
of Tenants upon Quitting Farms, both at Michaelmas and Lady-Day. 
Eighth Edition, revised by J. 0. Moetoh. 8vo. 105. 6c?. 


Beligious and Moral Works . 

An EXPOSITION of the 39 ARTICLES, Historical and Doctrinal. 

By E. Hajpold Beowke, D.D. Lord Bishop of Ely, Seventh Edit. 8vo. 165. 
The Pentateuch and the Elohistic Psalms, in Reply to Bishop Colenso. 

By the same. Second Edition. 8vo. 25. 

Examination Questions on Bishop Browne’s Exposition of the 
Articles. By the Rev. J. Goele, M.A. Fcp. 35. 6c?. 

The ACTS of the APOSTLES ; with a Commentary, and Practical and 
Devotional Suggestions for Readers and Students of tlie English Bible. By 
the Rev. F. C, LOOK, M, A. Canon of Exeter, &c. New Edition. 8vo. 125. Or/. 

The LIFE and EPISTLES of STl PAUL. By W. J. Contbbarb, 
M.A. late Fellow of^’riu. Coll.Cantab. and 3. S. Howsok, D.D. late Principal 
of Liverpool College. 

Libeaey Editiok, with all the Original Illustrations, Maps, Landscapes 
on Steel, Woodcuts, &c. 2 vols. 4to. 485. 

Ikteemediate Edition, with a Selection of Maps, Plates, and Woodcuts. 
2 vols. square crown 8vo. 315. 6c?. 

People’s Edition, revised and condensed, with 46 Illustrations and 
Maps. 2 vols. crown 8vo. 125. 
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Tlie VOYAGE and SHIPWRECK of ST. PAUL ; with Dissertations 
on the Life and Writings of St. Luke and the Ships and Navigation of tlie 
Ancients. By James Smith, of Jordanhiil, P.R.S. Third Edition, with 
Frontispiece, 4 Charts, and 11 Woodcuts. Crown 8vo. lOs. 6«i. 

FASTI SACRI, or a Key to the Chronology of the New Testament ; 
comprising an Historical Harmony of the Four Gospels, and Chronological 
Tables generally from B.c. 70 to a.d. 70 : with a Preliminary Dissertation on 
the Chronology of the New Testament, and other Aids to the elucidation of 
the subject. By Thomas Lewih, M.A. F.S.A. Imperial 8vo.42s. 

A CRITICAL and GRAMMATICAL COMMENTARY on ST. PAITDS 
Epistles. By C. J. Ellicott, D.D. Lord Bishop of Gloucester and Bristol. Svo 

Galatians, Third Edition, 85. 6c?. 

Ephesians, Third Edition, 8s. 6c?. 

Pastoral Epistles, Third Edition, 10s. 6c?. 

PMlippians, Colossians, and Philemon, Third Edition, 10s. 6d, 

Thessalonians, Second Edition, 7s. 6d, 

Historical Lectures on the Life of onr Lord Jesus Christ : being the 
Hulseaii Lectures for 1859. By the same Author. Fourth Edition, Svo. 
price 10s. 6c?. 

The Destiny of the Creature; and other Sermons preached before 

the University of Cambridge. By the same. Fourth Edition. Post Svo. 55. 

The Broad and the Narrow Way; Two Sermons preached before 
the University of Cambridge. By the same. Crown Svo. 2s. 

Rev. T. H. HORNE’S INTRODUCTION to the CRITICAL STUDY 
and Knowledge of the Holy Scriptures, Eleventh Edition, corrected and 
extended under careful Editorial revision. With 4 Maps and 22 Woodcuts 
and Facsimiles. 4 vols. Svo. B3 13s. Qd. 

Rev. T. H. Horne’s Compendious Introduction to the Study of the 
Bible, being an Analysis of the larger work by the same Author. Re-edited 
by the Rev. John Ay’KE, M.A. With Maps. &c. Post 8vo. 2s, 

The TREASURY of BIBLE KNOWLEDGE; being a Dictionaiy of the 
Books, Persons, Places, Events, and other matters of which m%ition is made 
in Holy Scripture: intended to establish its Authority and illustrate its 
Contents. By Rev. J. Aybe, M.A. With Maps, IG Plates, and numerous 
Woodcuts. Fcp. 10s. Qd. 

The GREEK TESTAMENT; with Notes, Grammatical and Exegetical. 
By the Rev. W. Webstee, M.A. and the Rev. W'’. F. Wilhinsojt, M.A. 2 
vols. Svo, £2, 4S. 

VoL. I. the Gospels and Acts, 20s. 

VoL. IL the Epistles and Apocalypse, 24s. 

EVEBY-BAY SCBIPTBKE DIFElCULTIES explained and illustrated. 
By J. E. Peescott, M.A. Yol.I. MaWi&io and Ma^dci Von. II. lAihe and 
John. 2 vols. Svo. 9s. each. 

The PENTATEUCH and BOOK of JOSHUA CRITICALLY EXAMINED. 
By the Right Rev. J. W. CoLEKSO, D.D. Lord Bishop of Natal. People's 
Edition, in 1 vol. crown Svo. Gs. or in 5 Farts, Is. each. 

The PENTATEUCH and BOOK of JOSHUA CRITICALLY EXAMINED. 
By Prof, A, Kuenen, of Leyden. Translated from the Dutch, and edited 
w'ith Notes, by J. W’'. Coleyso, D.D. Bishop of Natal. Svo, 8s. Qcl. 
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TLe CHXTRCH and tlie WORLD : Essays on Questions of the Day. 
By Various Writers. Edited by the Rev. Oebx Shipley, M.A. Second 
Edition, thoroughly revised, 8vo. 15^. 

The FORMATION of CHRISTENDOM. Part 1. ByT. W. Allies, 
Svo. 125. 

CHRISTENDOM’S DIVISIONS: a Philosophical Sketch of the Divi- 
sions of the Christian Eamilyin East and West. By Edmuis’D S.Pfoulkes, 
formerly Bellow and Tutor of Jesus Coll, Oxford. Post Svo. 75. 6d 

Christendom’s Divisions, Pakt II. Greeks and Latins, being a Hi>;- 
tory of their Dissensions and Overtures for Peace down to the Reformation - 
By the same Author. {Nearly ready. 

The LIFE of CHRIST: an Eclectic Gospel, from the Old and New 
Testaments, arranged on a New Principle, with Analytical Tables, &c. By 
Charles De la Pryme, M.A. Trin. Coll. Camb. Revised Edition, Svo. 5.s-. 

The HIDDEN WISDOM of CHRIST and the HEY of KNOWLEDGE ; 
or, History of the Apocrypha. By EeihEST de BujrsEy. 2 vols. Svo. 285. 

ESSAYS on RELIGION and LITERATDRE. Edited by the Most 
Rev. Archbishop MArriiriHO. Svo. IO 5 . 6cZ. 

The TEMPORAL MISSION of the HOLY GHOST; or, Reason and 
Revelation. By the Most Rev. Archbishop MANHiya. Second Edition. 
Crown Svo. 85. 6d. 

ESSAYS and REVIEWS. By the Rev. W. Temple, D.D. the Rev. 
R. ■Williams, B.D, the Rev. B. Powell, M.A. the Rev. H. B. Wilson’, 
B.D. C.W. Goodwin, M.A. the Rev. M. Pattison, B.D. and the Rev. B. 
JowETT, M.A. Twelfth Edition. Pop. Svo. 65 . 

MOSHEIM’S ECCLESIASTICAL HISTORY. Murdock and Soames’s 
Translation and Notes, re-edited by the Rev. W. Stubbs, M.A. 3 vols. 
Svo. 455. 

BISHOP JEREMY TAYLOR’S ENTIRE WORKS: With Life by 
Bishop Heber. Revised and corrected by the Rev. C. P. Eden, 10 vols. 
price £5 55. 

PASSING alkOTIGHTS on EELIGI03J. By the Author of ‘Amy 

Herbert.’ New Edition. Fcp. Svo, 55. 

Thoughts for the Holy Week, for Young Persons. By the same 
Author. Third Edition. Ecp. Svo. 25, 

Self-Examination before Confirmation. By the same Author. 32mo. 
price l5. Qd. 

Readings for a Month Preparatory to Confirmation, from Writers 
of the Early and English Church. ISy the same. Pep. 45. 

Readings for Every Day in Lent, compiled from the Writings of 
Bishop Jeremy Taylor. By the same. Ecp. 55. 

Preparation for the Holy Communion; the Devotions chiefly from 
theworks of Jeremy Taylor. By the same. 32mo. 35. 

PRINCIPLES of EDDCATION Drawn from Nature and Revelation, 
and applied to Female Education in the Upper Classes. By the same. 
2 vols. fcp. 125. Qd. 
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TLe WIFE’S MANTJAL; or, Prayers, Thoughts, and Songs on Several 
Occasions of a Matron's Life. By the Rev. W. Calyeet, M.A. Crown 8vo. 
price 10s. Qd. 

SPIRITirAL SONGS for the SUNDAYS and HOLIDAYS through- 
out the Year. By J. S. B. Mohsell, LL.D. Yicar of Bgham. Fourth Edition. 
Fcp. 4s. %d. 

The Beatitudes : Abasement before God ; Sorrow for Sin ; Meekness 
of Spirit; Desire for Holiness; Gentleness; Purity of Heart; the Peace- 
makers ; Sufferings for Christ, By the same. Tliird Edition. Fcp. 8s. 6d!. 

LYRA DOMESTIC A ; Christian Songs for Domestic Edification, 
Translated from the Psaltery and ’Eav'p of C. J. P. Spitta, and from other 
sources, by Richaeb Massie. Fiest and Secohd Seeies, fcp. 4s. ^d. each. 

LYRA SACRA; Hymns, Ancient and Modern, Odes and Fragments 

• of Sacred Poetry. Edited hy the Rev. B. W. Savile, M.A. Third Edition, 
enlarged and improved, Fcp. 5s. 

LYRA GERMANICA, translated from the German hy Miss C. Wink- 
WOETH. Fiert Seeies, Hymns for the Sundays and Chief Festivals; 
Secohd Seeies, the Christian Life. Fcp. 5s. each Seeies. 

Hymns from Lyra Germanica, 18mo. 15. 

LYRA EUCHARISTICA; Hymns and Yersesonthe Holy Communion, 
Ancient and Modern : with other Poems. Edited hy the Rev. Oeby Ship- 
ley, M.A. Second Edition. Fcp. 7s. 6d. 

Lyra Messianica ; Hymns and Yerses on the Life of Christ, Ancient 
and Modern; with other Poems. By the same Editor, Second Edition, 
altered and enlarged. Fcp. 7s. 6d. 

Lyra Mystica; Hymns and Yerses on Sacred Subjects, Ancient and 
Modern. By the same Editor. Fcp. 7s. 6d. * 

The CHORALE BOOK for ENGLAND ; a complete Hymn-Book in 
.accordance with the Services and Festivals of the Church cd‘ England: the 
Hymns translated by Miss C. AVinkwoeth; the tunes ai-ranged by Prof. 
W'. S. Behhett and Otto Goldschmidt. Fcp. 4to. 125. 6d. 

Congregational Edition. Fcp. 2s. 

The CATHOLIC DOCTRINE of the ATONEMENT; an Historical 
Inquiry into its Development in the Church; with an Introduction on the 
Principle of Theological Developments. By H. N. Oxekham, M.A, for- 
merly Scholar of Baliiol College, Oxford. 8vo. 85. 6c?. 

FROM SUNDAY TO SUNDAY : attempt to consider familiarly the 

Weekday Life and Labours of a Country Clergyi^an. By Pv*. Gee, M.A. 
Vicar of Abbott's Langley and Rural Dean. E’ep, 5s. 

Our Sermons : an Attempt to consider familiarly, but reverently, the 
Preacher’s AVork in the present day. By the same Author, Fcp. 65. 

PALEY’S MORAL PHILOSOPHY, with Annotations. By Richaed 
AA'hately, D.D. late Archbishop of Dublin. Svo. 7s. • 
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Travek, Voyages, ^-c. 


ICE-CAVES of FEAECE and STVITZERIAED ; a Narrative of Sub- 

terranean Exploration. By the Bev. G. E. Browne, M.A. Eellow and 
Assistant-Tutor of St. Catherine’s Coll. Cambridge, M.A.C. With 11 Illus- 
trations on Wood. Square crown 8vo. 12s. Qd. 

VILLAGE LIFE in SWITZEELANB. By Sophia B. Bblmabd. 
Post Svo. 9s. Qd. 

HOW WE SPENT the SVMMEE; or, a Voyage en Zigzag in Switzer- 
land and Tyrol with some Members of the Aepine Club. Erom the Sketch- 
Book of one of the Party. Third Edition, re* drawn. In oblong 4to. with 
about 300 Illustrations, 15s. 

BEATEN TEACKS ; or. Pen and Pencil Sketches in Italy. By the 
Authoress of * A Voyage en Zigzag.’ With 42 Plates, containing about 200 
Sketches from. Drawings made on the Spot, 8vo. 16s. 

HAP of the CHAIN of HONT BLANC, from an actual Survey in 
1863—1864. By A. Adams-Eeilet, P.E.G.S. M.A.C. Published under the 
Authority of the Alpine Club. In Ohromolithography on extra stout 
drawing-paper 28in, x Win. price 10s. or mounted on canvas in a folding 
case, 12s. 6d, 

TEANSYLVANIA, its PEODBCTS and its PEOPLE. By Charles 
Boner. With 5 Maps and 43 Illustrations on Wood and in Chromolitho- 
graphy. 8vo. 21s. 

EXPLOEATIONS in SOUTH WEST AFEICA, from Walvisch Bay to 
Lake Ngami and the Victoria Ealls. By Thomas Baines, E.E.G.S. Svo. 
with Map and Illustrations, 21s. 

VANCOUVEE ISLAND and EEITISH COLOMBIA; their History, 
Eesources, and Prospects. By Matthew Magpie, E.E.G.S. With Maps 
and illustrations. Svo. 18s. 

HISTOEY of DISCOVEEY in our ADSTEALASIAN COLONIES, 

Australia, Tasmania, and New Zealand, from the Earliest Date to the 
Present Da;^. By William Howitt. With 3 Maps of the Eecent Explora- 
tions from Official Sources. 2 vols. Svo. 20s. 

The CAPITAL of the TYCOON;- a Narrative of a Three Years’ Eesi- 
dence in Japan. By Sir Euthbrpord Alcock, K.C.B. 2 vols, Svo. with 
numerous Illustrations, 42s. 

FLOEENGE, the NEW CAPITAL of ITALY. By C. B. Weld. With 
several Engravings on Wood from Drawings by the Author. Post Svo. 

The DOLOMITE MODNTAINS. E|;cursions through Tyrol, Carinthia, 
Carniola, and Friuli in 1861, 1862, and 1863. By J. Gilbert and G. 0. 
Churchill, F.R.G-S. With" numerous Illustrations. Square crown 
Svo. 21s. 

A SDMMEE TODE in the GEiSONS and ITALIAN VALLEYS of 
the Bernina. By Mrs. Henry Freshpield. With 2 Coloured Maps and 
4 Views. Post Svo. 10s. 6d. 

Alpine Byeways ; or, Light Leaves gathered in 1859 and 1860. By 
the same Authoress. Post 8vo. mth Illustrations, 10s. 6c?. 
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A lABY’S TOUE EOOTI) MO^TS EOSA; including Visits to the 
Italian Valleys. With Map and Illustrations. Post Svo. 145. 

OTIBE to the PYEEHEES, for the use of Mountaineers. By 
Ohaeles Pacee. With Maps, &c. and Appendix. Ecp. 65. 

Yhe AIPIEE CTIDE. By John Ball, M.R.LA. late President of 
the Alpine Club. Post Svo. with Maps and other Illustrations. 

Cruide to the Eastern Alps, nearly ready. 

Guide to the Western Alps, including Mont Blanc, Monte Kosa, 
Zermatt, &c. 7s. 6d, 

Guide to the Oberland and all Switzerland, excepting the Neighbour- 
hood of Monte Eosa and the Great St. Bernard ; with Lombardy and the 
adjoining portion of Tyrol. 7s. 6d» 

A GTTIBE to SPAIN. By H. O’Shea. Post Svo. with Travelling 
Map, 15s, 

CHEISTOPHEE COLUMBUS ; his Life, Voyages, and Discoreries. 
Bevised Edition, with 4 Woodcuts. 18mo, 2s. 6d. 

CAPTAIN JAMES COOK; his Life, Voyages, and Discoveries. Revised 
Edition, with numerous Woodcuts. 18mo. 2s. Qd. 

HUMBOLB^S TEAVELS and BISCOYEEIES in SOUTH AMEEICA. 

Third Edition, with numerous Woodcuts. 18mo. 2s. 6d. 

NAEEATIYES of SHIPWEEGKS of the EOYAL NAVY between 1793 
and 1857, compiled from Official Documents in the Admiralty by W. 0. S. 
Gilly ; with a Preface by W. S. Gilly, D.D. Third Edition. Pep. 5s. 

A WEEK at the LAMB’S ENB. By J. T. Blight ; assisted by E. 
H. Eobd, E. Q. CotrcH, and J. Bales. With Map ^d 96 Woodcuts. Pep. 
price 6s. 6d. 

VISITS to EEMARKABLE PLAGES : Old Halls, Battle-Fields, and 
Scenes Illustrative of Striking Passages in English History and Poetry. 
By William Howitt. 2 vols. square crown Svo. with Wood Engravings, 
price 25s. 

The ETOAL IIEE of ENeiAND. By the same Author. With 

Woodcuts by Bewick and Williams. Medium Svo. 12s. 6d, 


Works of Fiction. 

ATHEESTONE PEIOET. By L. N. Comtn. 2 vols. post Svo. 21s. 

Ellice : a Tale. By the same AutHor. Post Svo, 9s. 6c?, 

STOEIES and TALES by the Author* of * Amy Herbert,’ uniform 
Edition, each Tale or Story complete in a single Volume. 

Amy Heebeet, 2s.6c?. Ivoes, 3s. 6d. 

Geetettle, 25. Qd. ' Kathaeinb Ashton, 3s. 

Eael's Daxjghtee, 2s. 6c?. Maeoaeet Peecival, 5s. 

Expeeience op Lite, 2s. Qd. Laneton Paesonage, 4s. 6c?. 
Clevb Hall, 8s. 6c?. Uesttla, 4s. 6d. 

A Glimpse of the World. By the Author of ^Amy Herbert.’ Fcp. 7s. 6c?, 
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THE SIX SISTERS of tLe VALLEYS: an Historical Eomatice. By 
W. Bkamley-Moobe, M.A. Incumbent of Gerrard’s Cross, Bucks. Third 
Edition, with 14 Illustrations. Crown Svo. 5s. 

The GLADIATORS : A Tale of Rome and Judma. By G. J. Whtte 
Melville, Crown 8vo. 5s. ■ 

Dighy Grand, an Autobiography. By the same Author. 1 vol. 5^. 

Kate Coventry, an Autobiography. By the same. 1 vol. 5s. 

General Bounce, or the Lady and 'the Locusts. By the same. 1 vol. 5^?. 

Holmby House, a Tale of Old Northamptonshire. 1 vol. 5s. , 

Good for Nothing, or All Down Hill. By the same. 1 vol. 6^. 

The Queen’s Maries, a Romance of Holyrood. 1 voL 6s. 

The Interpreter,, a Tale of the War. By the same. 1 vol. 5s. 

TALES from GREEK MYTHOLOGY. By George W. Cox, M.A. 
late Scholar of Trin. Coll. Oxon. Second Edition. Square 16mo. 3s. 6d. 

Tales of the Gods and Heroes. By the same Author. Second 
Edition. Eop. 5^. 

Tales of Thebes and Argos. By the same Author. Ecp. 4s. 6d. 

BECKER’S GALLTTS ; or, Roman Scenes of the Time of Augustus : 
with Notes and Excursuses illustrative of the Manners and Customs of the 
Ancient Romans. New Edition. Post 8vo. 7^. 6c2. 

BECKER’S CHARICLES ; a Tale illustrative of Private Life among the 
Ancient Greeks : with Notes and Excursuses. -New Edition. Post 8vo. 7s. 6d. 

ICELANDIC LEGENDS. Collected by Joy Arnasoy. Selected and 
Translated from the Icelandic by G. E. J. Powell and E, Mag-nussok. 
Secoyd Series, with Notes and an Introductory Essay on the Ori^rin and 
Genius of the Icel^dic Polk-Lore, and 3 Illustrations on wood. Cr. SVo. 21«. 

The WARDEN: a Novel. By Anthony Trollope. Crown Svo. 2^. 6^?. 

Barchester Towers : a Sequel to ‘ The Warden,’ By the same 

Author. Crown Svo. 3;?. Sc?. 


Poetry and The Drama. 

GOETHE’S SECOND FAUST. Translated by John Anster, LL.D. 
M.R.I.A. Regius Professor of Civil Law in the LTniversity of Dublin. Post 
8vo.l5«. 

TASSO’S JERUSALEM DELIVERED. Translated into English Verse 
by Sir J. Kingston James, Kt. M.A. 2 vols. fcp. with Facsimile, 14?. 

POETICAL WORKS of JOHN El/kRlID READS; with final Kevision 
and Additions. Swols. fcp. 18*^. or each vol. separately, 6s. 

MOORE’S POETICAL WORKS, Cheapest Editions complete in 1 vol. 
including the Autobiographical jprefaces and Author’s last Notes, which are 
still copyright. Crown Svo. ruby type, with Portrait, 6s. or People’s 
Edition, in larger type, 12s. 6d. ' 

Moore»g Poetical Works, as above, Library Edition, medium 8vo. 
with Portrait and Vignette, 14s. or in 10 vols, fcp. 3s. 6d. each. 
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MOORE’S IRISH MELODIES, Maclise’s Edition, 'with 161 Steel Plates 
from Original Drawings. Super-royal Svo. 31s. <od. 

Mimature Edition, of Moore’s Irish Melodies with Maclise’s De- 
signs (as above) reduced in Lithography. Imp. 16mo. 

MOORE’S LALLA ROOKH. TennieFs Edition, with 6S Wood 
Engravings from original Drawings and other Illustrations. Ecp. 4to. 215 . 

SOUTHEY’S POETICAL WORKS, with the Author’s last Corrections 
and copyright Additions. Library Edition, in 1 vol. medium Svo. with 
Portrait and Vignette, 145. or in 10 vols. fcp. 35. &d. each. 

LAYS of ANCIENT ROME ; with Ivry and the Armada, By the 
Right Hon. Lord Macaulax. 16mo. 45. 6<2. 

Lord Macaulay’s Lays of Ancient Rome. With 90 Illustrations on 
Wood, Original and from the Antique, fi'om Drawings by G. Schaep. Ecp. 
4to. 215. 

Miniature Edition of Lord Macaulay’s lays of Ancient Rome, 
with Maclise’s Designs (as above) reduced in Lithography. Imp. 16mo. 
105. U, 

POEMS. By Jean Ingelow'. Eleventh Edition. Ecp. Svo. 5s, 

Poems by Jean Ingelow. A New Edition, with nearly lOO Illustra- 
tions by Eminent Artists, engraved on Wood by the Brothers Dalziel. 
Pop. 4to. 215. 

POETICAL WORKS of LETITIA ELIZABETH LANDON (L.E.L.) 
2 vols. lOmo, 105. 

PLAYTIME with the POETS : a Selection of the best English Poetry 
for the use of Childi’en. By a Lady. Revised Edition. Crown Svo. 55. 

SHAKSPEARE’S SONNETS NEVER BEEORE INTERPRETED; 

his PRIVATE ERIBNDS identified; together with a recovered LIKE- 
NESS of HI IISELF. By Gerald Massey. Svo. 185 . 

BOWDLER’S EAMILY ' SHAKSPEARE, cheaper Genuine Edition, 
complete in 1 vol. large type, with 36 Woodcut Illustrations, price 145. or 
with the same Illustrations, in 6 pocket vols. 35. 6cZ. each. 

ARUNDINES CAMI, sive Musarum Cantabrigiensium Lusus canori. 
Collegit atque edidit H. Drury, M.A. Editio Sexta, curavit H. J. Hodgsoit, 
M.A. Crown Svo. 75. Qd, 

The .ENEID of VIRGIL Translated into English Verse. By John 
CoNiNGTON, M.A. Corpus Professor of Latin in the University of Oxford. 
Crown Svo. 95. 

The ILIAD of HOMER TRANSLATED into BLANK VERSE. By 

ICHAEOD Charles Wrig-ht, M.A.,late Fellow of Magd. Coll. Oxon. 2 vols. 
crown Svo. 215. 

The ILIAD of HOMER in ENGLISH HEXAMETER VERSE. By 
J. Henry Dart, M.A. of Exeter College, Oxford : Author of ‘ The Exile of 
St. Helena, Newdigate, 183S.’ Square crown Svo. 215. 

DANTE’S DIVINE COMEDY, translated in English Terza Rima by 
John Dayman, M.A. [With the Italian Text, after Brimetti, interpaged.j 
8vo. 21s. 
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Rural Sports, ^c. 

EirCTCLOPJEDIA of ETJEAL SPOETS ; a complete Account, His- 

torical, Practical, and Descripti’i^e, of Hunting, Shooting, Pishing, lacing, 
&c. By D. P. Blaiitb. With above 600 Woodcuts (20 from Designs by 
JoHisr Leech). 8vo.42s. 

ISrOTES OH EIELE SEOOTIH0. By Captain Heaton, Adjutant of 
the Third Manchester Eifle Volunteer Corps. Ee vised Edition. Ecp. 2s. 6d. 

COL. HAWKEE’S IPTSTRTJCTIONS to YOtJHG SPOETSMEH in all 
that relates to Guns and Shooting. Revised by the Author’s Son. Square 
crown 8vo. with Illustrations, 18s. 

The EIELE, its THEORY and PRACTICE. By Ahthfk Walkek 
( 79th Highlanders), Staff. Hythe and Fleetwood Schools of Musketry. 
Second Edition. Crown Svo. with 125 Woodcuts, 6s. 

The DEAD SHOT, or Sportsman’s Complete Guide ; a Treatise on 
the Use of the Gun, Dog-broaking. Pigeon-shooting, &c. By Maeksman. 
Revised Edition. Fcp. Svo. with Plates, 5s. 

HIHTS OH SHOOTING-, FISHING, &c. both on Sea and Land and in 
the Fresh and Saltwater Lochs of Scotland; being the Experiences of 
G. Idle. Second Edition, revised. Fcp. 6s. 

The ELY-EISHER’S ENTOMOLOGY. By Albebd Ronalds. With 
coloured Representations of the Natural and Artificial Insect. Sixth 
Edition ; with 20 coloured Plates. Svo. 145. 

HANDBOOK of ANGLING : Teaching Fly-fishing, Trolling, Bottom- 
fishing, Salmon-fishing ^ with the Natural History of River Fish, and the 
best modes of Catching them. By Ephemeea. ■ Fop. Woodcuts, U, 

The CRICKET FIELD ; or, the History and the Science of the Game 
of Cricket. By James Ptchopt,*B.A. Fourth Edition. Fcp. 55. 

The Cricket Tutor ; a Treatise exclusively Practical. By the same. 
l8mo. 15. 

Cricketana. By the same Author. With 7 Portraits. Fcp. 55. 

The HORSE-TRAINER’S and SPOETMAN’S GUIDE : with Consider- 
ations on the Duties of Grooms, on Purchasing Blood Stock, and on Veteri- 
nary Examination. By Diobt Collins. Post Svo. 65. 

The HORSE’S FOOT, and HOW to KEEP IT SOUND. By W. 
Miles, Esq. Ninth Edition, with Illustrations, Imperial Svo. 125. Qd. 

A Plain Treatise on Horse-Shoeing. By the same Author. Post 
Svo. with Illustrations, 25, 6d. 

Stables and Stahle-Fittings. Bythesam^. Imp. Svo.with 13 Plates, 1 5s. 

Remarks on Horses* Teeth, addressed to Purchasers. By the same. 
Post Svo. l5, 6d. ^ 

On DRILL and MANCEUVRES of CAVALRY, combined with Horse 
Artillery. By Major-Gen. Michael W. Smith, C.B. Commanding the 
Poonah Division of the Bombay Army. Svo. 12s. Cd. 

BLAINE’S VETERINARY ART ; a Treatise on the Anatomy, Physi- 
ology, ahd Curative Treatment of the Diseases of the Horse, Neat Cattle 
and Sheep. Seventh'! dition, revised and enlarged by C. Steel, M.R.O.V.S.L. 
8vo. with Plates and Woodcuts, ISs. 
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Tlie HORSE : with a Treatise on Draught By William Yotjatt, 
jSTew Edition, revised and enlarged. 8vo. with numerous Woodcuts, 10s. Qd» 

The Bog. By the same Author. 8 vo. with numerous Woodcuts, 6^. 

The BOGr in HEALTH and BISEASE. By Stonehenoe. With 70 
Wood Engravings, Square crown 8vo. 16s. 

The Greyhound. By the same Author. Revised Edition, with 24 
Portraits of Greyhounds. Square crown 8vo. 21^, 

The OX ; his Diseases and their Treatment: with an Essay on Parturi- 
tion in the Cow. By J. R. Dobsojt, M.R.C.V.S. Grown 8vo. with Illustrations, 
price 7s* Qd* 


Commerce., Navigation, and Mercantile Affairs. 

BAlTKINe, CTTEEENCY, and the EXCHAHGES : a Practical Trea- 

tise. By Abthite Cbump, Bank Manager, formerly of the Bank of England. 
Post 8vo. 65. 

The THEORY and PRACTICE of BAHKIHG. By Henry Dunning 
Macleod, M.A. Barrister-at-Law. Second Edition, entirely remodelled. 
2 vols. 8vo. aOs. 

PRACTICAL GHIBE for BRITISH SHIPMASTERS to tJKITEB 
States Ports. By Piekrepont Edwards, Her Britannic Majesty’s Yioe- 
Consul at New York. Post 8vo. 85. <6d. 

A HAHTICAL BICTIOHARY, defining the Technical Language re- 
lative to the Building and Equiprnent of Sailing Vessels and Steamers, &c. 
By Arthur Young. Second Edition; with Plates and 150 Woodcuts. 
8vo. 185. • 

A BIGTIONARY, Practical, Theoretical, and Historical, of Com- 
merce and Commercial Navigation. By J. R. M‘Culloch, Esq. Svo.with 
Maps and Plans, 605. 

A MANtTAL for NAVAL CABETS. By J. M‘NejlBotd, late Cap- 
tain R.N. Third Edition; with 240 Woodcuts and 11 coloured Plates, 
Post 8vo. 125. &d. 

The LAW of NATIONS Considered as Independent Political Com- 
munities. By Trayers Twiss, B.C.L. Regius Professor of Civil Law in the 
University of Oxford. 2 vols. Svo. o05. or separately. Part I. JPeoGCt 125, 
Part II. War» 185. 


Worhs of TJtility'^ndi General Information. 

MODEEN COOKEEY for PEIVAIE FAMHiIES, reduced to a System 

of Easy Practice in a Series of carefully-tested Receipts. By Eliza Acton, 
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